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UOP RESEARCH 


red hot cure 
for industrial halitosis... 


Today’s cities are plagued with by-products of industrial progress. 
Smog, air-contamination, offensive odors . . . UOP research strives for 
solutions to these growing nuisances. 

The glowing screen above is one result of this research. This is the key 
element in a fume-control system developed by a UOP subsidiary, Catalytic 
Combustion Corporation. It eliminates odorous organic wastes by low 
temperature, flameless combustion. Often these odorous fumes can be turned 
into profit-making fuels for processing, plant heating or other applications 
...80 that industries can actually turn offensive smells into profit dollars. 

In more and more ways, UOP research and development provides 
solutions to today’s problems .. . and anticipates those of tomorrow. 


Le 
UOP| UNIVERSAL OIL PRODUCTS COMPANY bes Praines, wt., u.s.a. 
>. ® 


WHERE RESEARCH !1S PLANNED WITH PROGRESS IN MIND 





Long Distance pays off 


in extra sales 


“Qualifying prospects by Long Distance doubled our sales” 


says S. J. McLagan, sales promotion manager, 
Suburban Propane Gas Corp., Whippany, N. J. 
LONG DISTANCE RATES ARE LOW 


We recently tried Long Distance for sifting out Blere eve come chtmnghen 


prospects for our gas dryers,” reports Mr. McLagan. ~ 
“These phone calls made it possible for our salesmen Whippany, N.J.to Boston .. . . 804 
to cover a wider area and set up more productive Milwaukee to Minneapolis... . 95¢ 
demonstrations. Newark, N.J. to Cleveland . . . . $1.15 

“We averaged one order for every four demonstra- | Denver to San Francisco . . . . . $1.55 
tions. This doubled our past sales record. And profits Seattle to Washington, D.C... $2.25 
went right up with sales.” These are day rates, Station-to-Station, for the first thre 


minutes. Add the 10% federal excise tax 


Long Distance pays off! Use it now ... for all it’s worth! 


BELL TELEPHONE 





“Pass the Oil Can, Orville” 


Aviation progress—from the faltering flight at Kitty 
Hawk to the latest continental jet hop—has depended 
in large part on the fuels and lubricants that bring 
planes to life. 

The 12 horsepower engine that flew Orville and 
Wilbur Wright into history was no more demanding 
than a Model-T’s motor. But today’s more discriminat- 
ing jet turbines need fuel that tests purer than the milk 
we drink and lubes that won't fail in the numbing upper 
air. The years between have been bridged by millions 
invested in oil laboratories and refineries. 


Sinclair Refining Company is proud of its role in avia- 
tion progress that dates back to the World War I “Jen- 
nies.” Today, that company is a major supplier of jet 
fuel to airlines and the armed forces. It supplies over 40 
per cent of the lubricants used by all major scheduled 
airlines in the U.S. 

Passing the oil can in the competitive aviation markets 
calls for resourcefulness in research and manufacturing 
skill. Where confidence counts with customers, Sinclair 
flies high. 


SAE-—Sinclair salutes the Society of Automotive Engineers for stimulating the 
research and the exchange of technical data which has brought constant 
improvement in self-propelled vehicles, their engines and related products. 
Through its 25,000 members, the SAE keeps Americans moving safer and 
faster on land, air and sea. Organized in 1905, it is one of the largest 


engineering societies in the world. 


SINCLAIR OIL CORPORATION «+ 600 


FIFTH AVENUE > 


NEW YORK 20,N. Y. 
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SIDE LINES 


Vanished Glory 


ONE VALUABLE by-product of the 
study of history is humility: re- 
flecting on the achievements of 
bygone days helps keep us from 
getting puffed up with our own 
importance. 

As a case in point, consider Bur- 
lington Industries’ Chairman J. 
Spencer Love (see p. 19). Starting 
from absolute scratch back in 1923, 
he has put together the biggest 
textile aggregation in history. But 
other textile magnates of years past 
built industrial empires even more 
impressive in relation to the size 
of the economy of their own day. 
And they are only memories today. 

Most of these early textile tycoons 
were from New 
England, of course, 
whereas their pres- 
ent-day  counter- 
parts are invariably 
Southerners. For 
it was New Eng- 
land that taught 
manufacturing, 
metal-working and 
railroading to the 
rest of the country 
—that is to say, led 
the rest of the na- 
tion into the indus- 
trial age. And the 
individual men who 
did the leading had a sense of 
mission closely akin to destiny. 

Cotton King. Take the case of 
Frederick C. Dumaine, who rose 
from bobbin boy to treasurer (in 
those New England days, the chief 
executive officer) of Amoskeag 
Manufacturing Co. In Dumaine’s 
iron hand Amoskeag built row on 
row of the red brick mill buildings 
that made it the world’s largest 
producer of cotton cloth, and that 
to this day extend for what seems 
like miles along the Merrimack 
River in Manchester, N.H. Amos- 
keag ran a railroad, built much 
of its machinery and cast its own 
metal. It dominated the area so 
completely that its bankruptcy in 
1936 (the coup de grace was ad- 
ministered by a disastrous flood) 
left the city of Manchester like a 
fish gasping for life on the banks 
of the Merrimack. 

Dumaine’s career, however, was 
no whit more arresting than that 
of the American Woolen Co.’s dy- 
namic master. A Portuguese from 
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Martha’s Vineyard Island, he 
adopted the name of William Mad- 
ison Wood (his real name is un- 
certain to this day). But his 
adopted name lives on in the gigan- 
tic Wood Mill that he built in Law- 
rence, Mass. (see picture below). 
The Wood Mill, by far the world’s 
largest worsted mill, was the heart 
of a grandiose scheme that even- 
tually encompassed some 60 Amer- 
ican Woolen Co. plants. For around 
it was grouped a cluster of worsted- 
producing units that in effect wove 
uniform cloth—military in war- 
time, and in peace the blue serge 
that had been the male civilian 
uniform since Appomattox. 


As long as the market for blue 
serge held up (i.e., until the early 
1920s) this ambitious concept made 
vast sums for the company and 
Billy Wood. In contrast to the 
$120,000 that Burlington paid Spen- 
cer Love last year, Wood often re- 
ceived $1 million or more—on 
which the company paid his in- 
come tax. And where Love care- 
fully designed his Greensboro, N.C 
home to look smaller than it is, 
Wood once built a whole village at 
one crack—handsome Shawsheen, 
Mass., between Lawrence and 
Andover. 

So Be It. The former Amoskeag 
and American Woolen plants now 
house hundreds of smaller chemi- 
cal, electronic, plastic and othe 
enterprises that employ more labo: 
and pay more wages than a Wood 
or a Dumaine would have dreamt 
of, and their former glory is only 
a fading memory. A reminder, in 
a way, to us all not to take our 
own accomplishments too seriously, 
be they modest or grand. 
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SYMBOL Transamerica charts its course to growth with a diverse 
OF fleet of modern enterprises — now augmented by the addition of 
DIRECTION Pacific Finance Company. * In Insurance: Occidental 
Life Insurance Company of California - American Surety Company of New 
York » Canadian Surety Company « The American Life Insurance Company 
of New York «+ Pacific National Fire Insurance Company « Premier Insur- 
ance Company + Automotive Insurance Company * Phoenix Title and Trust 
Company. * In Real Estate Development: the Capital Company. And in 
Heavy Machinery Manufacture: General Metals Corporation. * Many 
companies — one direction. Follow it under the standard of Transamerica. 


TRANSAMERICA CORPORATION, SAN FRANCISCO 





Trenton, N.J. 


READERS SAY 


Civil Service 


Sm: Your September 15th editorial 
(“The Unfireables”) under the heading 
Fact and Comment may qualify as a 
comment, but it certainly is not all fact. 
In the federal Government alone, 12,744 
employees were fired in the year ended 
June 30, 1961. 

—NorMan S. CRAMER 


| Arlington, Va. 


Sm: Your editorial condemns a large 
group and attempts to prove its point 
with a single example. Civil Service em- 
ployees, like all people, have their weak 


| and strong points. 


A thought occurs to me: Why is Mr 


| Forbes on the staff of Forses? Is he 
| perhaps for reasons of birth, unfireable? 


—Rosert F. MITcHE1 


| Concord, Calif. 


The inheritance of a substantial stock 
interest in Forbes Inc. certainly did not 


| impede the Publisher's rise to the 


top—M.S.F. 


SBICs 


Sm: We were quite intrigued with 
your recent article on the potential of 
the SBICs, (“Special Report: Small 


| Business Investment Companies,” Forses, 
| Sept. 15) particularly with respect to the 
| amount of leverage believed possible 
| through loans from sources other than 


the Government. We have investigated 
this quite carefully and have come to 


| the conclusion that outside private 


sources are unwilling to loan anywhere 
near four times the original capitalization 


| plus government loans. 


Our guess is that they may loan up to 


| an amount equal to the original capital- 
| ization plus government funds but in 


doing so are likely to place such severe 
restrictions upon the operation of an 


| SBIC that it can no longer function in 
| the freewheeling style required to make 


the program effective. 
—ALVIN H. HARTMAN 
Vice President. 
Narragansett Capital Corp 


| Providence, RI. 


Forses pointed out that although 
SBICs can borrow privately up to four 
times their surplus and capital, in prac- 
tice few can find such money—Eb. 


Foreign Securities 


Sir: I found the column on foreign se- 


| curities very interesting and would 

therefore recommend that it be intro- 
| duced as a regular feature or at least 
| in alternate issues. 


—WILLIAM F. KEYSER JR 


Mr. George Henry’s column, “Over- 


| seas Commentary,” appears the first of 
' each month—Eb. 


ForBES, OCTOBER 15, 1961 








Florida 


Brave New World. General Electric 


has introduced an “automatic” tooth- 
brush, a battery-powered affair with € tout hy 


interchangeable brush heads for each | 


member of the family. It cleans teeth | 
and refreshes gums, says GE, at ap- B | | 
proximately 2,000 strokes per minute. Se ap we 
se es e 

No Benefit Performances. Broadway | 
playgoers will get no benefit from | 
New York City’s repeal of its 5% tax | 
on theater admissions. Most of the 
money has already been promised to | 
an Actors Equity pension fund as 
part of the agreement ending last | 
year’s legitimate eae! strike. 

o 

Worldbeater. The etl largest 
steam turbine generator will be built 
by Allis-Chalmers for Consolidated 
Edison. The heart of a $131-million 
expansion at Con Ed’s E. 14th St. 
station in New York, the generator 
will have a capability in excess of 1 
million kilowatts when installed in 
1966. Few generators now in opera- 
tion exceed 450,000 kw. Biggest on 
order till now: a 900,000 kw turbine 
for the Tennessee Valley Authority. 











e e 
The Anxious American. Lighting up ; f 
at the rate of 16,000 or more per sec- ( 
ond, Americans will smoke 505 billion 


cigarettes this year, according to the FLORIDA'S ASSURANCE POLICY a aaf 


Department of Agriculture, and pay | pe 

nearly $7 billion for their pleasure. bea: aay he A gona a ¢ of a sunny a 

With s 7.2 billi igars gol ein - You have positive assurance of every 

My he 4 ‘ailacng oe kane assistance possible from our Florida Development Commis- 
Ce et ee ee sion and from the overwhelming majority of our businessmen, 

their best year since 1923. industrialists, and financiers. We have everything to make your 

large and small enterprise healthy and successful. Write, wire 

or phone us TODAY. The only thing better than a FLORIDA 

vacation is having your plant here.” 


o o om 
It’s an Ill Wind. Troubles abroad 
have had at least one pleasant and 
totally unlooked for side effect: re- | 
ducing the potential drain on USS. | 


gold supplies. The Berlin crisis has 
sharply cut down the flow of US. : Governor 
dollars into West Germany in recent | State of Florida 
months. And recent concern over the INVESTIGATE DEBT-FREE 
British pound sterling has cut down 
the dollar flow to London. Some | § ry 
short-term capital, in fact, is flowing | lorida 
back to the U.S. from both places. 
a: s .--A 10 BILLION DOLLAR MARKET 

“If Money. Healthy price increases | 
(from 4% to 11%) on linerboard, | 
kraft paper, corrugated boxes and | FLORIDA DEVELOPMENT COMMISSION 
multiwall bags have raised paper- | Room 4110B, Tallahassee, Florida 
makers’ hopes that their long decline | Please send me “Plant Location Guide,” containing 
in profits may be ending. But paper all the facts about FLORIDA'S . Tr yo 
men are still holding their breath to New Industry, the 10 BILLION DOLLAR CON- 
see whether the new prices will stick. SUMER MARKET, Labor, Climate, Schools, 


e ‘ Natural Resources, Favorable Tax Structure. 
Things To Come. Construction ac- 


tivity will be strong in the months 
ahead. Contracts worth $3.5 billion 
were awarded in August, biggest total 
for the month in history, according 
to experts at F.W. Dodge. Road 


building and other heavy construc- FLORIDA FOR CONVENTIONS — Write for free information 
tion projects showed the strongest on Florida's wonderful facilities for your group meeting 
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WESTINGHOUSE ANNOUNCES THE “DO-IT-YOURSELF” DRYCLEANER 
AN UNUSUAL NEW INVESTMENT OPPORTUNITY 


The new Westinghouse coin-operated DRYCLEANER makes self- 
service laundries into complete one-stop “do-it-yourself” cleaning 
centers... cuts the cost of dry cleaning so sharply that homemakers 
use it to clean many articles they wouldn’t ordinarily send out. 


PROFITABLE INVESTMENT 


Many professional and business people 
already enjoy extra income from self-serv- 
ice laundry centers. Now the Westinghouse 
DRYCLEANER nearly doubles the profit po- 
tential for these investors. Demand for the 
ORYCLEANER is so great that industry ana- 
lysts predict the number of complete clean- 
ing centers will double within the next five 
years. Even now, most areas in the U.S. 
need more of these profitable centers. 


TROUBLE FREE OPERATION 


To operate the DRYCLEANER, just load it, 
close the door, and insert the coins. The 
DRYCLEANER is produced by the samecom- 
pany that pioneered self-service laundries 
with the famous Laundromat® Automatic 
Washer. With more coin-operated Laundro- 
mats in use than any other make, Westing- 
house experience has produced a coin- 


operated DRYCLEANER that’s easy to in- | 
stall, easy to service, and easy to operate. | 


For details call your Westinghouse Distributor or write: Westing- 
house Electric Corp., Commercial Laundry Equipment Sales De- 
partment, Mansfield, Ohio. You can be sure...if it’s Westinghouse. 


Westinghouse 


gains. More moderate was the pick- 
up in home building. All told, these 
more than offset a drop in office 
building, store and other nonresi- 
dential construction awards. 

+ ° ’ 

Flight Pattern. Boeing has soared 
far ahead of competitors in the sale 
of medium- and short-range com- 
mercial jet airliners, just as it did 
with its long-range 707. In the big 
U.S. market alone, Boeing has de- 
livered or has orders for a total of 199 
medium-range 720s and short-range 
727s vs. 40 for its closest competitor 
(Sud Aviation’s Caravelle). The 720 
program is in the black but the 727 is 
not yet close to the break-even point 
(an estimated 200 planes). 

* * . 

Pro & Con. While U.S. textile pro- 
ducers keep lobbying for higher im- 
port quotas on Japanese textiles, 
southern farmers keep telling another 
part of the story. Japan, it was re- 
ported last month, remained by far 
the world’s best customer for U.S. 
cotton, taking 26.3% of the 6.6 million 
bales the U.S. exported in the crop 
year ended July 31. India bought 9% 
of the total to displace France as the 
second largest customer. 

* - * 

Theme and Variation. To at least de- 
lay dilution, if not avoid it altogether, 
expansion-minded Maxey Jarman, 
chairman of Genesco, will pay for his 
latest acquisition (Canada’s Agnew- 
Surpass Shoe Stores, Ltd.) by pri- 
vately selling a convertible debenture 
issue. Having paid common stock 
outright 13 times in the past eight 
years for previous acquisitions, Jar- 
man has good reason to brood about 
dilution. Total Genesco net has more 
than doubled since 1953, but earnings 
per share have actually decreased. 

° . * 

Sliding Seats. Offering prices for 
seats on the New York Stock Ex- 
change tumbled from $190,000 to 
$150,000 last month. Falling stock 
prices and slackening trading volume 
are only part of the reason, however. 
Some brokers fear another blow may 
be coming: the Securities Exchange 
Commission, now preparing a major 
investigation of the securites business, 


| may seek to forbid seat holders from 
| serving both as brokers for the public 
| and as dealers buying and selling for 


their own account. 
o e e 
All Ears. BOAC, the British airline, 
claims Americans heeded President 
Kennedy’s plea early this year to help 


| stop the flow of dollars abroad all too 
| well. 


| U.S. travelers to using U.S. airlines, 


His appeal apparently turned 
helped account for BOAC’s four- 


month loss of $1.8 million compared 
with 1960’s profit of $980,000. 
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Wine Up. California vintners, or- 
dered by the Government to withhold 
about 30 million gallons from the mar- 


ket, privately predict the hold-back | 


will boost retail prices 10 cents to 15c 

a quart when wines from the current 

harvest reach the stores January 1. 
» * 


e 
And Still They Come. The parade of 


privately held companies preparing 
to go public marches on. In July and 
August alone, 388 new issues were 
registered with the Securities Ex- 


change Commission, 68% more than | 


the year before. 
* a 7 


Benefits of Competition. When three 


major New York City banks, First 


National City, Chemical Bank New | 
York Trust and Chase Manhattan, | 


opened branch offices on Long Island 
under the bank expansion law passed 
in 1960, they brought with them their 


regular city personal loan rate of | 
4.75% (discount basis). Long Island’s 


largest native bank, Franklin Nation- 
al, stolidly maintained its old 6% 
rate. Last week Franklin quietly 
lowered its rate to 4.75%. 

. ° + 


Color Revisited. After two previous | 


unsuccessful marketing attempts, 
Sears, Roebuck has again decided the 
color television picture looks bright. 
Sears will soon offer its own make 
color receivers, prices starting at 
$450, some $45 below the list for 
RCA’s cheapest set. Meanwhile John 
L. Burns, RCA president, announced 
color TV volume has reached $100 
million, predicts a $200-million vol- 
ume for 1962. 
o . 

What's In a Name? Last spring Con- 
gressional investigators of the drug 
industry were upset to learn that the 


same drug cost more when prescribed | 


under its brand name than under its 
chemical name. In seeming answer, 
McKesson & Robbins has _ begun 


manufacture of 91 unbranded drugs | 
tranquilizers | 


including antibiotics, 
and synthetic hormones, plans to sell 
them to pharmacies and hospitals at 
about half brand-name prices. 
. . . 
Here Today, Gone Tomorrow. By is- 
suing high interest certificates of de- 


posit, (negotiable time deposits), New | 
York City banks have recaptured in | 
the past nine months over $1 billion of | 
the money withdrawn by corporations | 


to invest in government securities. But 
limited by law to paying no more than 
3%, banks believe their deposits will 


desert them again if the currently ris- | 


ing treasury bill rate goes over 3%. 
e +. ao 


Stockholders Goof. Since 1946 AT&T | 


stockholders have lost $9.3 million by 
failing to exercise rights to buy se- 
curities at less than market prices. 
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New York Stock 
Exchange Magazine 


Takes a New Look 
at Color TV 


Order today and start with the October issue — 
full year’s subscription—51.50 


Here are just five samples of cur- 
rent business news that THE EX- 
CHANGE Magazine, published by 
the New York Stock Exchange, 
discusses in detail in the October 
issue. Facts, figures and opinion 
help investors size up business de- 
velopments each month. Send in 
the coupon today. 


Color TV 
Set manufacturers have decided 
to give another push to color TV. 
The number of manufacturers in 
the field has doubled since the first 
of the year. Read why they are 
“cautious but optimistic.” 


Management Ownership 
Opinions are many and varied on 
whether shareownership by man- 
agement should be required and 
whether ownership affects the job 
an executive does for his company. 
The October issue of THE EXCHANGE 
reveals how much management 
owns of 245 companies listed on 
the New York Stock Exchange. 

25 Top Advertisers 
This group of big spenders — ex- 
cerpted from the August 28 issue 


EXCHANGE 


NAME 


ADDRESS 





THE EXCHANGE Magazine, Dept. 7 
11 Wall Street, New York 5, N. Y. 


Enclosed is $1.50 (check, cash, money order). 
Please enter a year's subscription to THE EXCHANGE 
Magazine. 


of Advertising Age—increased ad 
expenditures in 1960 but spent 
slightly less per dollar of sales and 
earnings. Ad budgets for the big- 
gest advertisers among listed com- 
panies ranged from .4% to 27.3% 
of sales. See the advertising-sales- 
earnings table in the October issue. 


LP Gas—the Baby Giant 


Considered worthless 35 years ago, 
liquid petroleum gas had gross 
sales of over 1.5 billion dollars in 
1960. The president of the largest 
independent distributor of LP gas 
tells THE EXCHANGE readers why the 
industry appears headed for its 
second stage of growth. 


High Speed Stock Tables 


With the aid of automatic comput- 
ers and newly developed electron- 
ic equipment, full stock tables can 
be prepared in 3% minutes. A 
story by the general business edi- 
tor of Associated Press explains 
the high-speed equipment that will 
bring stock tables to newspapers 
across the country faster and more 
accurately than ever before. 
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How fast can you get accurate management figures? 


Just how quickly can you get accurate 
facts to evaluate sales and inventory 
trends ... control costs . . . forecast 
critical conditions? Did you know that 
you can now have current manage- 
ment facts at your finger tips? An 
NCR Electronic Data Processing Sys- 


tem can give you vital information in 
the shortest possible time—at the 
most economical price. NCR Systems 
go all the way from the original entry 
to your desk...from cash registers, 
or accounting machines, or adding 
machines . . . through the computer 


Punched paper tape is created by National Accounting Machines, 
Cash Registers and Adding Machines as an automatic by-product 
of normal operation. It is then fed into a computer to produce, at 
minimum cost, the information you need for most profitable control 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9, OHIO 
1039 OFFICES IN 121 COUNTRIES © 77 YEARS OF HELPING BUSINESS SAVE MONEY 





and the high-speed printer... to your 
final reports. This means you can get 
all the facts for effective management 
control. You can better evaluate every 
phase of your business. In short, 
you get greater executive commanii. 
For more details, write to NCR. 


UR sata 


NCR PAPER (NO CARBON REQuiRED) 
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“With all thy getting get understanding” 


FACT AND 


COMMENT 





BUSINESS PROSPECTS 


How is business? Very good. 
Even better. 

Some heretofore “responsible sources” seem to be 
playing the game of “Can You Top This?” in estimating 
the boom ahead. Douglas Dillon, Secretary of the Treas- 
ury, predicts the gross national product for this final 
quarter will reach $540 billion, contrasted with the $501- 
billion rate in the first quarter. 


What are the prospects? 


As for unemployment, 
he is even more sanguine. “Unemployment should fall 
to 6% or less by Christmas and possibly to 5% by the 
middle of 1962. A year from now, if all goes well, unem- 
ployment should be gradually approaching 442% on its 
way to the 4% level presently considered to be reason- 
ably full employment.” 

Dr. Walter W. Heller, chairman of the President’s 
Council of Economic Advisors, recently increased his 
own estimate of 1962 prospects, now predicting the GNP 
will reach a $560-billion-a-year rate during the first six 
months, with the possibility of climbing to $600 billion 
by the end of the coming year. 

Everybody loves an optimist, particularly if he knows 
what he is talking about. These two should. However, 
it strains my own somewhat overworked credulity to 
believe the Treasury Secretary can be right when he 
predicts the $6-billion deficit in the federal budget will 
melt away with increased revenues as a result of greater 
prosperity, requiring no new taxes. 

It is hard for those of us outside the present Washing- 
ton scene to foresee any reduction in the present record- 


breaking budget. In fact, the increased billions for defense 
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in substantial degree are going into the expansion of our 
conventional military capability. These costs and things 
Next 
year’s budget will certainly be greater by billions than 
this year’s. 


will not diminish as the establishment increases. 


These increases alone are very likely to 
absorb any increases in revenues from existing taxes 
If the President’s expressed fears of inflation are sincere 
—and I believe they are—there will simply have to be 
tax increases, Mr. Dillon’s happy hopes to the contrary 
notwithstanding. 

I certainly agree that there are sound grounds in 
predicting a much improved fourth quarter this year and 
there is every evidence that prosperity predictions for 
1962 will be borne out. 

Immense new defense ordering as okayed by the Con- 
gress in recent weeks will soon be felt on the assembly 
lines. 

Individuals and families have more money to spend 
than ever before. They have been hesitant, restrained. 
But, I think, the end of this year will also see a renewed 
outpouring from personal purses. 

While a dour first half has held back much business 
spending for new plants and equipment, this is changing 
quite rapidly and such investment by business itself 
should provide for 1962 a major underpinning to the pre- 
dicted prosperity. 

One reservation: There is a quietly spreading uneasi- 
ness about some New-Frontiersmen attitudes toward and 
plans for business. There are many reasons, some with 
substance. If next January the resumed Congress is 
flooded with new and renewed “anti-business” proposals, 


it would undoubtedly chill corporate spending plans. 
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FOREIGN AID— 
A TOUGHER STANDARD 


Since 1946 you and I have invested $61.4 billion of 
tax dollars in economic aid to other nations. This year 
Congress has okayed the expenditure of another $2.3 
billion. Since the program’s brilliant inception as the 
Marshall Plan, Forses has consistently, ardently sup- 
ported this vast investment. 

I think the dividends have been enormous. In the 
initial years it saved much of Europe from chaos, col- 
lapse, Communism. In viewing the burgeoning pros- 
perity of the Continent today, it may be hard to recall 
how close France and Italy, for instance, came to voting 
Communist governments into power because of the eco- 
nomic disintegration that followed World War II. 

Many of the newborn countries now pridefully par- 
ticipating in the UN would have been stillborn o: 
promptly shackled by Communism without our widely 
varied aid to underdeveloped lands. 

Only a short time ago I was working very hard with 
others of like conviction in support of President Ken- 
nedy’s proposed longer-range planning and financing fo: 
our foreign aid programs. From this background of con- 
viction and activity it is a totally new experience to find 
myself heartily applauding the new, “hard look” that 
President Kennedy is reported to be giving to some ex- 
tensive, substantial aid programs to certain countries, 
notably Yugoslavia and Poland. I have a few other 
candidates to suggest. 

To me the Belgrade Conference of 23 “neutrals” was 
a turning point. On the eve of its opening day the Soviets 
timed the renewal of their atmospheric atomic explo- 
sions, a series still continuing with an ever more dan- 
gerous increase in fallout. It was almost a masterful 
piece of calculated contempt, and apparently the Krem- 
lin did calculate the psychological effects far better than 
we would have. They figured these 23 mouthy neutrals 
would be more cowed than outraged. 

Didn’t it prove to be true! These great spokesmen of 
rugged independence, so fond of lecturing the U.S. and 
the West on the power of morality and the poverty of 
power—Tito, Sukarno, Nkrumah, Nasser, et al.—proved 


to be the gutless wonders some had long suspected. One 
puff from the Russian bear blew all their pretensions 
into the atmosphere to join the fallout from Siberia. Only 
Nehru provided a modicum of the reaction 


that would have greeted such an action by 
the U.S. 

So when Poland decides to mobilize to aid 
Russia in the Berlin crisis it is high time to 
cut out shipping them hundreds of millions 
of dollars of food and machinery. When Tito, 
that independent “tough guy” who used to 
tell Khrushchev where to get off, kneels 
down to lick the atomic dust off the Krem- 


Sal Durante 
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lin boots by applauding the Russian resumption of atomic 
tests, it’s wonderful to know that the President is now 
reconsidering adding any more hundreds of millions to 
the $2.3 billion we have already granted this phony. 

It's high time that we look again at the U.S. aid 
moneys flowing into the daily more leftist and dictatorial 
kingdom of Nkrumah. This two-bit king of Ghana with 
his pretensions to African empire may strike us some- 
times as comic opera come to life, but as an apparently 
assiduous agent of the Kremlin he is not providing the 
freedom-seekers of little Ghana with many laughs. 

I had reservations about the wisdom of Congressional 
insistence on tying a clause to the current foreign aid 
legislation urging the President to restrict aid to those 
countries “not dominated or controlled by the interna- 
tional Communist movement.” The United States proper- 
ly has not and should not expect every underdeveloped 
land—and the developed ones too!—to follow blindly all 
the gyrations of our foreign policy. But, since Belgrade, 
I have been more and more happy that the Senate put in 
this clause, and even more elated that President Ken- 
nedy has decided our money will no longer finance the 
contempt of some of the sawdust Caesars of Belgrade. 


MY HERO—SAL DURANTE 


Lindy when he soloed the Atlantic was a hero. 

Alan Shepard, our first astronaut, is great. 

And Roger Maris is quite a boy. 

But my hero is Sal Durante. I am glad herewith and 
hereby to nominate this 19-year-old Brooklyn truck 
driver for the assorted Halls of Fame, along with the 
awards and rewards for virtue and achievement that one 
reads about so often. 

When he caught the ball Mr. Maris hit for his 61st 
home run, Sal, although he knew it was worth $5,000, 
said, “All I want to do is give the ball to Maris.” 

Said the Yankee slugger to the Boston catcher: “What 
do you think of that kid? The boy is planning to get 
married and he could use the money, but he still wanted 
to give the ball back to me for nothing.” 

Sal’s spontaneous reaction thrilled most of us, I think, 
as much and probably in many ways a good deal more 
than the record-breaking homer itself. It probably did 
more to impress millions in other lands with what we 
mean by decency and goodness and morality than all the 
speeches and booklets we've been distrib- 
uting around the world on the subject for 
the past decade. 

I think we will hear a heck of a lot less 
about the wickedness and worthlessness of 
the younger generation, the abysmal de- 
cline in American standards and all that 
stuff. 

Three cheers for Sal Durante! 

He did Brooklyn and the rest of us proud. 
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World’s first nuclear-powered commercial vessel, N. S. Savannah, to 
be lubricated by Texaco. States Marine Lines, operators of the vessel 
after her commissioning early in 1962, have awarded the lubrication contract to 
Texaco—and for good reason. Extensive study of the Savannah's lubrication de- 
mands was conducted by Texaco’s million-dollar radiation laboratory—the most 
fully-equipped, privately-financed research facility of its kind in the oil industry. 
These studies proved the ability of Texaco Marine Lubricants to withstand radia- 
tion. Striking evidence of Texaco product performance, this is also evidence of 
Texaco’s many diversified investments in providing oil for energy for the Free World. 


TEXACO: SYMBOL OF WORLD-WIDE PROGRESS THROUGH PETROLEUM GO 
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President, Case Institute of Technology 
Former Director, National Aeronautics and 
Space Administration (NASA) 


Dr. T. Keith Glennan tells 
why he feels the best 
location in the nation 
is better than ever 


“Cleveland ranks Ist in Ohio, 4th in the U. S. in 
research facilities, largely because of the avail- 
ability of engineers and scientists turned out by 
the local colleges and universities. These institu- 
tions, such as Case Institute, carry on millions 
of dollars of research on their campuses, supple- 
menting the activities of the hundreds of com- 
panies and government agencies which have their 
own research operations. Ahead we see ‘Industrial 
Research Park’ a large tract immediately ad- 
jacent to the 488-acre University Circle, the 
cultural heart of Cleveland. This park, designed 
as a giant industrial research center, will be a part 
of the 30-institution family dedicated to educa- 
tional and cultural activities. These research 
resources help make the best location in the 
nation better than ever.” 


OUR PEOPLE KNOW FIRST. Here, 
more than 300 business and pro- 
fessional associations keep us up 
to date on last-minute happenings 
in many fields. 


WORK FORCE OF 830,000, and 
nearly 75% of them are skilled, 
semi-skilled, managers and tech- 
nical or professional employees — 
a ready force for all industries. 





PLAN FOR PROGRESS. Erieview is Northeast Ohio’s master 
plan for a $200 million commercial-industria!l tomorrowland in 
downtown Cleveland. 


CORRIDOR OF COMMERCE. Cieveland-Northeast Ohio is 
within 500 miles of 75% of America’s industries, 60% of the 
population, and no area has better transportation facilities. 
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Whatever your needs, whether for 
management headquarters, sites 
for plants, research, distribution 
or warehousing facilities, look to 
Cleveland-Northeast Ohio. For spe- 
cific information, write or call 
Richard L. DeChant, Manager of 
Area Development Department. 


THE CLEVELAND ELECTRIC ILLUMINATING COMPANY SERVING 
Cleveland-Northeast Ohio 


the best location in the nation 
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ELECTRONICS 


ALBATROSS 
LIFTED 


4 bold commitment, logical 
enough when it was made a 
decade ago, was allowed to 
grow into a near $50-million 
albatross for CBS. 





IN a country whose sympathy almost 
always goes to the apparent underdog, 
the Columbia Broadcasting System, 
Inc.* used to play to the cheers of the 
gallery. Not only was CBS taking on 
giant Radio Corporation of America, 
it was running rings around its giant 
rival in many respects. 

In the late 1940s, CBS’ record sub- 
sidiary had developed the 3344-rpm 
long-playing record and won out in 
the market place over RCA Victor's 
45-rpm disc. In 1949, CBS staged a 
raid on RCA’s National Broadcasting 
Co., rode off with Bing Crosby, Jack 
Benny and other sponsor-getters un- 
der long-term CBS contracts. CBS 
immediately closed ground on and, 
in 1953, overtook and passed NBC 
in television and radio network rev- 
enues. In October 1950, CBS seemed 
to have landed the most telling punch 
of all when the Federal Communica- 
tions Commission accepted CBS’ sys- 
tem for transmitting and receiving 
color television as the national stand- 
ard. 

Understandably cocky, CBS decid- 
ed the next year to challenge RCA on 
its strongest ground of all—the manu- 
facture of television sets. For some 
$20 million in stock, Chairman Wil- 
liam S. Paley and President Frank 
Stanton bought New York-based Hy- 
tron Radio and Electronics Corp. 
Hytron was the oldest TV tube maker 
in the business and its Air King di- 
vision was a_ small but first-rate 


*Columbia Broadcasting System, Inc. 
Traded NYSE. Recent price: 3453. Price range 
(1961) : high, 423g; low, 3142. Dividend (1960) : 
$1.40. Indicated 1961 payout: $1.40. Earnings 
per share (1960): $2.69. Total assets: $265.3 
million. Ticker symbo!: CBS. 
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AND FINANCE 


October 15, 1961 


CBS BOSSES WILLIAM PALEY & FRANK STANTON: 
why was the error compounded? 


maker of TV and radio receivers. CBS 
set out to become a major electronics 
manufacturer. Said Paley and Stan- 
ton: “It’s logical and appropriate.” 
Said an RCA man, recalling those 
days: “They thought they could be- 
come another RCA.” 

Journey's End. As it turned out, they 
couldn’t. But by the time CBS was 
ready to give up on manufacturing, a 
medium-sized mistake had become a 
$50-million (pretax) drain on earn- 
ings and a major albatross around 
CBS’ corporate neck. , 

Only last month was the albatross 
finally lifted. CBS announced the sale 
(to Raytheon Co.) of a spanking new 
$5-million plant it had completed only 
months before in Lowell, Mass., in 
which it once hoped to produce semi- 
conductors. The fact that the CBS 
venture had started with something 
so homely as a TV set and ended with 
something as exotic as semiconduc- 
tors only showed how long, tortuous 
and costly the pursuit had been. 

Instead of cutting its losses when 
set manufacturing went bad, CBS had 
poured good money after bad. In the 
end, Paley and Stanton dropped some- 
thing approaching $40 million in op- 


erating losses, nearly $10 million more 
in capital losses. CBS had clearly 
made a classic mistake in corporate 
judgment. It had allowed wishful 
thinking to displace rational analysis 

The Crucial Period. Things had gone 
wrong almost from the start. Only 
weeks after the FCC adopted CBS’ 
color system in late 1951, CBS was 
asked to slow down because of the 
Korean War emergency. In the next 
crucial months, RCA got busier than 
ever in its own labs. In 1953 RCA, 
with a “compatible” system that could 
handle black & white as well as colo 
signals, got the FCC to reverse its 
earlier stand and won the color battle 
CBS, with its “noncompatible” sys- 
tem (color only), was out in the cold 

By 1956, with its own TV patents 
all but useless, CBS found it impos- 
sible to get near the break-even point 
in manufacturing TV sets and the full 
range of radios and phonographs it 
had to develop to compete in a crowd- 
ed field. Nor had CBS been able to 
line up strong independent whole- 
salers—the sine qua non in competing 
with the likes of RCA and Zenith 
And Paley and Stanton were unwill- 
ing to spend the enormous sums 
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necessary to set up wholly owned dis- 
tributing subsidiaries of their own. 
In 1956 they dropped their consumer 
goods line. 

The Lure of Prophecy. But by that 
time, CBS had become entranced with 
the more exotic parts of the electron- 
ics business, where such high-pow- 
ered outfits as GE, RCA and Syl- 
vania held forth. From the day CBS 
went into it in 1951, however, tube 
making never was a profitable busi- 
ness for the company. Then Paley 
and Stanton tried semiconductors. 
This only compounded the losses. 

Still CBS held on. Year after year, 
according to knowing observers, Pal- 
ey and Stanton received glowing fore- 
casts about next year. As recently as 
late 1959, when CBS broke ground on 
the plant they sold last month, top 
management was still unwilling to cut 
its losses. 

Had Enough. Last year, however, the 
drain on profits became too big to 
ignore. In 1960 the CBS Electronics 
division lost an estimated $7.5 million 
on sales of some $35 million. After 
tax benefits, the loss entirely account- 
ed for the decline in CBS earnings per 
share last year from $3.01 to $2.69. 
Without manufacturing losses, net per 
share might well have reached a rec- 
ord $3.10. 
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This year, with losses continuing 
to hurt (six-month net came to $1.09 
per share vs. $1.51 last year), Paley 
and Stanton at long last had had 
enough of optimistic forecasts. In 
June they liquidated the electronic 
tube division. Last month they liqui- 
dated the semiconductor operation. 

With the albatross lifted, most top 
executives at CBS seem relieved, as 
men awakening from a nightmare to 
find they are alive and well. “We're 
a better, more profitable company for 
getting out,” said one last month. 
“Now we can concentrate on the 
things we know best.” 

That is probably true. But the 
question remains: Why did it take ten 
years to realize the mistake? 


NON-FERROUS METALS 


THE LITTLE MINE 
THAT WASN’T 


This is the sad but amusing 

story of an almost unbeliev- 

ably crass Canadian “boiler 
room” operation. 





ONCE upon a time, a nickel property 
lay idle far up north in New Bruns- 
wick, Canada, near a lonely little 
village called St. Stephen. A very 
large and experienced mining com- 
pany called International Nickel had 
long ago abandoned it as commer- 
cially unproductive. In 1953, Strategic 
Metals staked a claim on the mine, but 
did nothing with it. 

New Life. Then one fine day in 1956, 
along came a promoter named Ken- 


neth Gregory who was sure the big 
mining companies were wrong— 
money could be made out of the de- 
spised nickel- property. With him 
were two friends: Aristide Duille 
Sante Gerra, a bearded young man 
from Portugal; and John Adaskin, a 
well-known Canadian musician and 
entertainer. They arranged to pur- 
chase from Strategic Metals a ma- 
jority of the St. Stephen Nickel Mines 
Ltd. stock held on the property. 

Not long afterwards, American in- 
vestors began to receive a series of 
handsome brokerage letters from 
Canada, embellished with the pic- 
tures of the American President and 
the Queen of England. They learned 
all about St. Stephen—how the stock 
was going up and up, how it had 20 
million tons of proven ore and was 
neaiing production. 

Following up on the letters, col- 
leagues of Kenneth Gregory and his 
friends sat all day in rooms above a 
store in Hull, Quebec, telephoning 
investors long distance. Their mes- 
sage varied but was always breath- 
less: International Nickel was anxious 
to invest in St. Stephen; St. Stephen 
was about to merge with a leading 
gold mining concern in Canada; its 
entire output had been contracted 
for by a famous German industrialist 
called Krupp; that deal had been can- 
celed and a Japanese firm was buy- 
ing it instead. 

“Birth of a Mine.” John Adaskin 
was at work, too. On a TV pro- 
gram, called “Birth of a Mine,” which 
was seen from coast to coast in the 
U.S., he showed Americans footage 
of himself conducting a famous news 
commentator around St. Stephen, and 
talked enthusiastically of its progress. 


\ 
“FINANCIER” GREGORY (PHOTO FROM SEC FILES): 


nobody could touch him 
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Wherever the TV show had been 
seen, a flood of literature would turn 
up in local mailboxes, telling how 
much money St. Stephen stockhold- 
ers would make. 

Altogether, between 1957 and 1960, 
Americans sent $7 million to Canada 
to buy St. Stephen shares. 

At first the new stockholders were 
pleased. The price of the stock went 
up and up as Kenneth Gregory and 
his friends “traded” the stock to each 
other on the over-the-counter mar- 
ket. But when stockholders tried to 
sell their shares, no one would buy 
them. The Securities & Exchange 
Commission got so many worried let- 
ters that it decided to investigate. 

Then the cat was really out of the 
bag. For it turned out that St. Stephen 
had never been in operation at all, 
and none of the fine stories told about 
it were true. Only $600,000 of that 
$7 million had been spent on St. 
Stephen. Where was the remaining 
$6.4 million? Nobody seemed to 
know. 

Retribution? Last month, a US. 
Grand Jury indicted Kenneth Gregory 
and 24 of his friends and colleagues 
on 29 counts, involving such unpleas- 
ant activities as mail fraud, selling 
and delivering unregistered securities 
by mail and conspiracy. Each defend- 
ant could draw a maximum of 145 
years in jail and $102,000 in fines. 

But retribution was not to be. The 
Canadian government has not ar- 
rested the accused; they were careful 
not to sell a single share to Canadians. 
Unless they set foot inside the U.S., 
Uncle Sam cannot bring them to trial. 
This, it goes without saying, they are 
unlikely to do. Kenneth Gregory, 
they say, is in Montreal, and Aristide 
Duille Sante Gerra has been seen 
there too. John Adaskin is living 
quietly in Toronto. 

Mora: a sucker and his money are 
soon parted. 


Ou. 


MIXED BLESSING 


The biggest new U.S. oil find 

in years was adding to the 

industry's woes last month, 

but the leaseholders couldn't 
care less. 


SOMETHING new—and by no means 
helpful—was added last month to the 
U.S. oil oversupply dilemma. For 
even as some major companies (e.g., 
Socony Mobil, Sun) were cutting east 
Texas crude oil prices to their lowest 
point in four years (by as much as 
15 cents to $3.10 a barrel), geologists 
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were excitedly at work in the same 
region defining and delineating the 
biggest new oil field in the U.S. in 
perhaps 15 years. 

Big Potential. The new field, called 
Fairway, is a 40-square-mile layout 
75 miles southeast of Dallas in Hen- 
derson and Anderson counties. With 
50 wells completed by mid-September 
(and another 80 due by year’s end), 
oilmen were confidently betting that 
the new reserves would amount to a 
walloping 400 million barrels (adding 
a not inconsiderable 1.25% to US. 
reserves). 

While the new field obviously would 
do little to decrease the oil industry’s 
oversupply problem, it was, of course, 
of enormous potential benefit to its 
major operators: Fairway Operating 
Co. (the largest operator with 8,000 
acres), Atlantic Refining Co., Cities 
Service Co., Hunt Oil and Humble Oil 
& Refining Co. 

Because most of the wells are spaced 
160 acres apart, the operating compa- 
nies will be able to take from each well 
the full 333 barrels of crude oil allowed 
every producing day in Texas. This 
means that operators can get back 
their big drilling costs ($125,000 to 
$140,000 per well) in less than two 
years. Already, the field is produc- 
ing about 13,500 barrels daily and the 
cost of getting it to refineries is cer- 
tain to go down when Pure Oil Co. 
completes a pipeline in the near future. 

Beyond its own potential, Fairway 
has sent geologists all over the oil 
country scurrying back to their work- 
shops. For the big new oil pool lies 
smack in the middle of one of the 
most heavily drilled regions in Texas, 
yet it is just now being proved up. 
Clearly, there may be others just like 
it for the taking. 


ENDICOTT JOHNSON’S NEW BOSS: 
a long uphill pull 


The Nest Egg. Although the new 
field will be of little immediate bene- 
fit to oil-rich Humble, it could pro- 
vide quite a comfortable little nest 
egg for some of the others, such as 
Atlantic and Cities Service. Although 
Cities Service’s Chairman Burl Wat- 
son and Atlantic’s President Hender- 
son Supplee could not—or would not 
—estimate their potential at Fairway 
last month, both companies were ob- 
viously delighted with their strikes 

“It is a whopper, no doubt of that,” 
was the way Atlantic production man 
Camp Harris summed it up in Dallas 
last month. For Atlantic, Fairway 
could provide another substantial 
boost toward cutting its 20° defi- 
ciency in crude oil. Watson can use 
the fresh oil even more, for Cities 
Service is currently producing only 
about half of its refinery needs. 

Whatever benefits the new field’s 
operators ultimately derive from 
Fairway, however, it seemed certain 
last month that the new field, because 
of its apparently mammoth propor- 
tions, would get a mixed reception 
from oilmen: cheers from conserva- 
tionists who prize any new U.S 
reserves and a baleful eye from those 
operators who are not in Fairway, 
but who will have to contend with its 
crude in the market place. 


{PPAREL 


MAN WITH 
A TOUGH JOB 


That's Pat Casella who just 
took the top spot at ailing 
Endicott Johnson. 


Into the presidency of ailing Endicott 
Johnson Corp.,* one of the country’s 
largest shoe makers (1960 sales: $141.5 
million), this month stepped 47-yeer- 
old P. J. Casella. For the first time 
in its over 75-year history, the 
Endicott, N.Y. company has reached 
outside the founding Endicott and 
Johnson families in search of a leader 

Endicott Johnson’s recent plight 
dictated its violent break with prece- 
dent. In a steady decline since its 
1955 earnings peak of $3.15 a share, 
the company last year lost $2.22 a 
share. In fiscal 1961’s first half alone, 
the deficit was another $3.56 a share 
Despite past predictions to the con- 
trary by outgoing president (and now 
chairman) Francis A. Johnson, there 


*Endicott Johnson Corp. Traded 
Recent price: 23%. Price range (1961) 
355g; low, 214%. Dividend (fiscal 1960): 
Indicated fiscal 1961 payout: —. Earnings per 
share (fiscal 1960): d$2.22. Total assets: $97.1 
million. Ticker symbol: EJN 


NYSE 
high, 
$1.60 
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seems to be scant chance the slide can 
be halted this year. 

What’s been the trouble? In the 
face of a growing emphasis on high- 
fashion, Endicott Johnson — stuck 
largely to the plain and simple work 
shoes it turned out for a shrinking 
farm and blue-collar market. As its 
fortunes sagged, it was less able to 
afford its traditional and expensive 
“golden rule” labor policy ranging 
from free medical care and recreation 
centers to homes sold to workers at 
cost. 

Even before the deficits began to 
mount, EJ had been showing signs of 
getting into trouble. On a book value 
of some $70 per common share the 
co:npany had been able to earn only 
$1.98 in 1958, $1.50 in 1959. Its high 
assets and low earnings attracted the 
attention early this year of take-over 
expert Albert A. List. But List’s 
proxy raid was beaten off after loyal 
employees and local area civic lead- 
ers rallied to the company’s defense, 
began buying its stock. 

Unable to straighten out their 
problems, however, management was 
forced to look outside for top talent. 
They chose Casella. Casella, a for- 
mer Montgomery Ward and RCA 
executive who has been with Endicott 
Johnson’ only five months, faces no 
easy task in his new job. He doubt- 
less will push the company’s restyled 
shoe line and extend the revamping of 
retail outlets. But it may take much 
bolder steps than that to make Endi- 
cott Johnson’s nine-month-old victory 
over the invader less of a hollow one. 


BONDS 


TOO GOOD? 


Strange as it may seem, a 

high reputation can be some- 

thing of a handicap in the 

bond market. Example: Illi- 
nois’ new issue. 


For an instructive tour of the ins and 
outs of the municipal bond business, 
it was hard to beat the story of a 
$100-million issue sold by the state 
of Illinois last month. 

The issue itself was rare, the kind 
bond men refer to as a “museum 
piece.” It was the first time in 13 
years that Illinois had come to the 
money market to borrow in its own 
name.* 

The very scarcity of “full faith and 
credit” Illinois bonds made for com- 


*Not fiscal prudence but constitutional 
restrictions have — Illinois from borrow- 
ing. Illinois earmarks revenues from sales 
taxes and other sources for many special-pur- 


pose funds—e.g., roads, schools and hospitals. 
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SCARCITY 
VALUE 


A relative stranger to the money mar- 
kets is the state of Illinois. Result: a high 
credit rating and low interest rate on 


its bonds. 
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plications in pricing this particular 
issue. With a per capita debt of just 
$14 (compared with, say, Massachu- 
setts’ per capita debt of $153), the 
Illinois issue was classed “Triple 
A” by bond raters—absolutely top 
drawer. 

But to underwriters and investors 





COMPETITIVE 
BORROWING 


THE SALE of $100 million worth of 
bonds by the state of Illinois last 
month (see story) made news for 
another reason: the fact that New 
York-based Glore, Forgan & Co. 
had been interested in bidding on 
an Illinois issue in the first place. 
Not that Managing Partner J. Rus- 
sell Forgan’s Glore, Forgan is a 
newcomer to the business or a 
stranger in the Midwest. The firm 
started in Chicago 41 years ago, 
has managed many an issue out 
that way since then. 

But for years, whenever they 
thought of bonds of the state of 
Illinois, bond men had come to 
think of Chicago-based Conti- 
nental Illinois National Bank & 
Trust syndicate as the _ inevi- 
table underwriter. When Illinois 
made its last trip to the money 
market in 1948, Continental IIli- 
nois was the only bidder. 

A similar situation had unfolded 
just weeks before elsewhere. Twice 
in a row, San Francisco’s giant 
Bank of America, which for years 





alike, safety is not an unmixed bless- 
ing. The lower the risk, the lower 
the interest rate. Setting too low an 
interest rate on the Illinois bonds 
might leave an underwriter with a 
tough selling job ahead once he bought 
the issue. Setting too high an inter- 
est rate might mean losing the issue 
to another bidder. The art of success- 
ful underwriting is to consistently hit 
the right spot in between. 

As it turned out, the winning bid 
on the Illinois issue last month fully 
reflected the low risk involved. Set- 
ting an interest rate of 2.973% on the 
bonds, a syndicate headed by Glore, 
Forgan & Co. easily beat out the 
3.01898% bid of a syndicate headed by 
Continental Illinois National Bank & 
Trust Co. The difference between the 
two bids meant a saving on interest 
costs of $587,200 to Illinois taxpayers. 

But Glore, Forgan had taken on a 
tough selling job. Almost two weeks 
after they won the issue, half of the 
bonds remained unsold. Earlier last 
month, by contrast, a slightly riskier 
(“Double A”) $100-million state of 
California issue was bought by a syn- 
dicate at a high 3.7596 interest rate 
and was an almost immediate sell- 
out. Sighed a Glore, Forgan man last 
month: “Let’s face it, not everyone 
is interested in buying this much 
quality.’ 


GLORE, FORGAN’S FORGAN 


had been the only bidder on state 
of California issues, had lost out 
unexpectedly to a small New York 
syndicate. 

Bond men last month were be- 
ginning to realize that a_ basic 
change was taking place in their 
once quiet and predictable busi- 
ness. Time-honored relationships 
between big municipal borrowers 
and their underwriters seemed to 
be crumbling. Said a Glore, For- 
gan partner: “You can be sure 
that this business is going to be 
more competitive from here on.” 
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CORPORATE MANAGEMENT 


THE FINE ART 





OF PROSPERING IN TEXTILES 


Textiles an inefficient and unprofitable business? 
Not at all, says Burlington Industries’ Spencer 
Love—provided 


you 


CHAIRMAN and President J. (for 
James) Spencer Love of Burlington 
Industries* is a man accustomed to 
forming his own opinions without too 
much heed for what others, including 
his corporate peers, may be thinking. 

Last month he was giving fresh 
evidence of his penchant for icono- 
clastic thought. Not atypically, he was 
declaring flatly that the textile in- 
dustry, so long a whipping boy for 
its alleged backwardness, is “probably 
the most efficient U.S. industry”—and 
what is more, a surprisingly profitable 
one. 

Efficient vs. Whom? However uncon- 
ventional this view, Spencer Love is 
entitled to a respectful hearing. After 
all, he has built Burlington into far 
and away the largest U.S. textile 
enterprise, with sales of some $860 
million in the fiscal year ended last 
month. By any industry’s standards, 
Burlington is a big company. In its 
own industry, Burlington’s sales are 
almost double those of second-rank- 
ing J.P. Stevens. Though reliable fig- 


*Burlington Industries 
Recent price: 2014. Price range (1961): high, 
2234; low, 1634. Dividend (fiscal 1960): $1.20 
Indicated fiscal 1961 payout: 80c. Earnings per 
share (fiscal 1960): $2.81. Total assets: $606 
million. Ticker symbol: BUR 


Traded NYSE 


CHAIRMAN LOVE (c) CONFERS BY 


stay 


flexible 


enough, 


ures are hard to come by, Burlington 
is probably the largest producer of 
synthetics, wool worsteds and ladies’ 
hose, to mention but three. (It was 
also, until a few days ago, the largest 
weaver of woolens—a change to be 
discussed later.) And it is a power in 
diverse textile areas ranging from 
cotton print cloths to pile fabrics, from 
ribbons to rugs. 

Love bases his claim of textile in- 
dustry efficiency upon the unhindered 
competition that prevails within it. 
“I’m proud to admit,” says he, “that 
the textile industry is the most bit- 
terly competitive U.S. industry, and 
because of it, we are probably the 
most efficient U.S. industry. The acid 
proof of it is that our prices and 
values are better than ten years ago, 
while the prices of, say, steel and 
autos have soared. We've kept pro- 
ductivity in line with cost advances.” 

Once the shock of disbelief that 
usually greets Love’s_ contention 
wears off, he begins to marshall an 
impressive array of arguments to 
bolster it. The factors, says he, that 
help companies become entrenched in 
other fields do not exist in textiles, 
where entrenchment merely tends to 
make one immobile and, therefore, 


helpless. Patent position, for example, 
so important in such fields as chemi- 
cals and pharmaceuticals, is practi- 
cally nonexistent in textiles.+ Again, 
mere possession of productive capac- 
ity confers no such advantage as it 
might in, say, steel. For a brisk mar- 
ket in any corner of textiles immedi- 
ately draws a swarm of new entrants, 
who will get out when the party is 
over. “When the market for a fabric 
is good,” said a Burlington vice presi- 
dent, “even the lousiest mills can 
come in and make money—and gum 
up the market as far as price goes.” 

Old Reliable. This fluidity of com- 
petition stems largely from the nature 
of the industry’s productive equip- 
ment. In general, textile machinery 
is the oldest and cheapest industrial 
machinery in use today, and so 
archaic looking that Henry Ford is 
said to have recoiled in horror from 
his first sight of a weave room. But 
such was the stature of the geniuses 
who invented it—after all, they were 
the creators of the industrial revolu- 
tion—that it has proved impossible to 
improve it in any very fundamental 
way. Only in the last decade or so, 
for example, has there come even 
into experimental use a textile loom 
differing significantly from the flying 
shuttle loom devised by John Kay 
well over two centuries ago. 

This in turn means that the gap be- 
tween an ultramodern mill and a col- 
lection of junk is remarkably small 
“Every piece of new equipment we 
add is to our advantage,” says Vice 


This is, of course, not true of the makers 
of some synthetic fibers; but such firms are 
suppliers to the textile industry rather than 
part of it 
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Presidént Art Weiner, who oversees 
Burlington’s capital spending, “but the 
marginal mills have advantages too— 
overhead factors, lower pay scales, 
no advertising and a thousand and 
one others. I don’t think any advan- 
tages we'll ever have will get these 
small companies out of the picture.” 
The relatively pure competition— 
Adam Smith himself could not have 
disapproved of it—that prevails in the 
textile industry also discourages ef- 
forts to exert price leadership, even 
in a single sector where one company 
accounts for a substantial share of 
total output (as Burlington does, for 
example, in men’s wear worsteds). 
“Exercising price leadership in this 
industry,” remarks Spencer Love, “is 
being an umbrella holder—you set a 
peg for the others to cut under you.” 
Nor have textile companies been able, 
despite valiant attempts, to create se- 
cure positions for themselves by build- 
ing brand loyalty in the consumer. 
Measuring Up. And yet, continues 
Love, for all this competition, a good 
textile company does quite well on 
the profit side. He figures that Bur- 
lington has shown an average pretax 
return on invested capital of some 
22°, over the last 15 years and 18% 
over the last three—equivalent to 
about 11% and 9% respectively after 


taxes. Indeed, his nagging worry 
about recent textile price increases is 
that they might eventually reach a 
level that would tempt outsiders to 
enter the industry—outsiders whose 
very unfamiliarity with the field 
would have grievously unsettling re- 
sults. “If you want to see a man make 
a fool of himself,” says he, “just watch 
some executive who has had a reason- 
able success in another business come 
in and try to run a textile firm.” 

In one respect, it is easy to pick a 
hole in Love’s argument by asking 
why he needs a 15-year period to 
make his point. The answer is quickly 
apparent from a look at the figures: 
the longer period includes the lush 
days after the war, while the shorter 
one includes two of the better tex- 
tile years (1959 and 1960) of the last 
decade. But even calculated after 


taxes for a five-year span (see chart, 


p. 22), the company’s showing is far 
from abysmal. In fact, over the last 
two years it approximates the aver- 
age of the three largest companies in 
four such solidly profitable industries 
as oil, steel, autos and food processing. 

Road to the Top. Love's spirited de- 
fense of the industry raises, however, 
a more intriguing question: How 
could Burlington move from nowhere 
to the top spot in such an industry? 





In A bay of big-plant technology, 
textiles remains an industry of 
fairly small plants (big Burling- 
ton spreads its 60,000 workers over 
some 120 plants). Thus most Bur- 
lington executives have a good 
deal of traveling to do and Spencer 
Love, at 65, is no exception. 
Each week he flies in one of Bur- 
lington’s seven company planes to 
New York, where he spends Mon- 
day and Tuesday in the company’s 
sales headquarters. The rest of the 
week he is in its general offices in 
Greensboro, N.C.—unless, that is, 
he is commuting from his Palm 
Beach winter home. En route he 
confers with associates or tackles 
his correspondence. “I guess I’m 
not a successful executive,” he con- 
fides. “I’ve never been able to get 
out from under the paper work.” 
He seldom gives the impression of 
haste, but so keen is his sense of 
the pressure of time that the clocks 
in his handsome Greensboro home 
are purposely kept five or ten min- 
utes fast to hurry him on his way. 
By this assiduous hurry Spen- 
cer Love keeps a close rein on 





THE QUICK BROWN FOX 


Burlington’s immense operation—a 
very tight rein indeed, to judge 
from the company president, the 
ten vice presidents and the raft of 
division heads and lesser execu- 
tives who have left the scene since 
the start of the 1956 fiscal year. 

As if running so large an enter- 
prise were not enough, he also 
finds time for public activities— 
e.g., President Kennedy’s Advisory 
Committee on Labor-Management 
Policy. Greensboro observers won- 
der whether the last-named post 
was connected with Love’s timely 
public declaration for Kennedy 
shortly before the 1960 election. If 
so, it was done at the risk of family 
schism, for Mrs. Love was strong 
for Nixon. 

Spencer Love’s truest relaxation 
is tennis, which he plays three or 
four times a week. His warmest 
friends have never accused him of 
comeliness on the court. But in a 
good game of doubles, so vast is his 
store of guile and duplicity that, 
were it only matched by form and 
youthful vigor, he would be a cinch 
for the Davis Cup. 








After all, when Love founded the 
company in Burlington, N.C. in 1923 
he was no more well-heeled than one 
would expect a Harvard mathematics 
professor’s son to be. Yet Burlington, 
as Spencer Love told his top executive 
group last year, has “grown up 
within the span of a fairly short gen- 
eration. In so growing, we have had 
to borrow money where we could get 
it, secure equity funds as we could 
and on many occasions literally lift 
ourselves by our own bootstraps. If 
you look over our strongest competi- 
tion, you may observe that . . . vir- 
tually all these companies were large 
and, what is more, financially wealthy 
at a time when we were literally 
broke and unknown.” 

The fact is that Love did it by being 
both completely steadfast and com- 
pletely flexible, each in its proper sea- 
son. For close to the first 30 years of 
its life, from 1923 to 1952, the company 
stuck staunchly to synthetics with but 
one almost accidental exception.* 
Thus it was able to cash in on the 
growth of rayon and then of nylon 
and the later synthetics, when older 
and wealthier textile firms hesitated 
to desert the natural fibers with 
which they were familiar. 

It was the waning of rayon demand 
in the early 1950s that finally sent 
Burlington off in an entirely new 
direction. Abandoning its “synthetics 
only” policy, late in 1952 it laid out 
$22 million in cash and stock for 
Peerless Woolen Mills of Rossville, 
Ga., whose mammoth (1.3 million 
square feet) plant was the nation’s 
largest woolen producing unit. The 
concentration on synthetics had by 
1952 made Burlington the second- 
largest U.S. textile company, a nose 
behind J.P. Stevens. The Peerless 
acquisition gave it a lead that has 
widened ever since. 

Buy Now, Pay Later. “I wouldn't give 
you a nickel for diversification out- 
side the textile industry,” says Spen- 
cer Love, “because we don’t have the 
management to cope with it.” But in 
the years since the Peerless acquisi- 
tion, Burlington has diversified almost 
relentlessly within textiles. In fiscal 
1954, for example, it bought big Pa- 
cific Mills (cotton print cloths and 
domestics and wool worsteds) and 
Goodall-Sanford (Palm Beach suits), 
though it soon closed the latter’s 
Maine mills and sold its cutting op- 
eration. In fiscal 1955 it laid out $63 
million for the St. Louis dry goods 
firm of Ely & Walker, whose prop- 
erties included some large print cloth 
mills, and then helped pay for it by 


*Cramerton Mills and its Galey & Lord 
selling house, makers of high-style cottons, 
were bought in 1946 for conversion to rayon, 
but stayed so profitable that Love could never 
quite bear to make the change. 
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selling Pacific’s cotton operation (at a 
nice profit) to M. Lowenstein & Sons. 
These major moves preceded a host 
of smaller ones. In fiscal 1956 Bur- 
lington bought Mooresville Mills 
(yarn-dyed cottons), Hess, Goldsmith 
(glass fabrics) and Raeford Worsted; 
in 1957, the Henrietta-Martel chain of 
cotton mills; in 1958, Sidney Blumen- 
thal & Co. (pile fabrics and auto up- 
holstery); and in 1959, the Adler Co. 
(sport socks), Charm Tred Mills 
(tufted carpets) and Princeton Knit- 
ting Mills (high pile knitted fabrics). 
Among the most recent and impres- 
sive acquisitions was highly profitable 
James Lees, second largest U.S. car- 
pet company, bought in early 1960 
for some $50 million worth (2.2 mil- 
lion shares) of Burlington common. 

The bulk of Burlington’s acquisi- 
tions, however, were for cash rather 
than stock, and involved enough bor- 
rowing so that the company’s long- 
term debt grew from about $66 mil- 
lion in 1952 to some $178 million, if 
one includes a recent $35-million in- 
surance company loan. But Spencer 
Love regards this debt growth as not 
only normal but even desirable. Says 
he: “Since I can borrow at 4% or 5% 
that is tax deductible and make a 
10“ return with the money, I believe 
in borrowing all I can. The insurance 
companies set up loan covenants to 
keep us honest: we can borrow up to 
a certain per cent of working capital. 
I’m always borrowed up as much as I 
can be within the limits of those re- 
strictions.” The proof of this particu- 
lar pudding lies in the figures, which 
show that Burlington has generally 
earned a respectable return on equity. 

Big and Spread Out. His ambitious 
purchase program (practically all, it 
will be noted, outside of synthetics) 
has given Burlington the twin advan- 
tages of 1) diversification within the 
textile industry and 2) size. “A 
small textile business,” remarks Love, 
“must concentrate on one segment of 
the industry, and some year it is 
bound to go sour. Next spring some 
division I wouldn’t dream of today 
will be doing well, and another I’m 
positive will be making a profit will 
be doing poorly.” Incidentally, Love 
figures that at any given time four of 
the company’s 45 or so profit centers 
will be losing money, and another ten 
to 15 showing an unsatisfactory return 
on invested capital. 

But Spencer Love regards size as 
essential to provide the sinews of di- 
versification. “The big advantage that 
comes with our size,” says he, “is that 
we can direct our $40 million a year 
cash flow into profitable areas. At any 
one time some areas of the industry 
are going up and some are going down. 
We put our money where it looks good.” 


ForBES, OCTOBER 15, 1961 








This growing 
emphasis on flexi- 
bility is equally 
apparent in Bur- 
lington’s merchan- 
dising _ strategy. 
In certain textile 
areas (e.g., yarn- 
dyed fabrics, dra- 
peries, hosiery), 
the producer must, 
because of the na- 
ture of the item, 
complete the prod- 
uct to its final 
form. But in the 
case of perhaps the 
majority of woven 
fabrics, which are 
either printed or 
dyed in the piece 
after weaving, the 
producing com- 
pany has an ever 
present option. It 
can finish the cloth 
itself and take the 
styling risks. Or it 
can sell cloth in 
the “greige” (pronounced “gray”’’) or 
unfinished state to the textile trade 
group known as converters. 

Burlington has gone full circle on 
this question, and shows slight signs 
of starting around again. Until after 
World War II it sold almost entirely 
“in the greige,”’ but then bought up 
several converters and began to do 
much of its own converting. In 1956 it 
liquidated its converting operations 
serving the women’s outerwear trade 
and reverted greige goods. 

However, one converting operation 
has been retained, to supply Ely & 
Walker’s wholesale customers. And 
as the cloth market improves further 
there will be a constant temptation to 
go back into converting. For in a 
strong market the mill that both 
weaves and converts its own cloth has 
two shots at a profit, vs. one for a 
greige goods mill. 

How to Let Go. As any sharp-eyed 
management reader will have noted 
by now, Spencer Love’s new dedica- 
tion to flexibility in expansion and 
operation should have an important 
corollary: the company should be 
equally flexible in getting out of an 
unpromising situation. Yet rarely over 
the years has Burlington ever dis- 
posed of an operation because it had 
begun to go sour. For liquidation of 
Goodall-Sanford’s Maine mills had 
already been decided upon before 
Burlington took over the company, 
and the sale of Pacific’s cotton opera- 
tion to M. Lowenstein was motivated 
in considerable part by the need for 
cash to pay for the Ely & Walker 
purchase. 
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PAIRING AND INSPECTING BURLINGTON HOSIERY: 
diversity seemed a snag-proof system 














































































































The big news at Burlington today 
is that flexibility has acquired this 
new dimension. Late last month the 
company announced that it planned 
to liquidate the big Peerless woolen 
mill at Rossville, Ga.—Burlington’s 
first deliberate diversification away 
from synthetics—and perhaps also sell 
two new Peerless division mills built 
in the meantime at Cleveland, Tenn 
and Tifton, Ga. Thus the company’s 
substantial or complete withdrawal 
from the woolen market was clearly 
imminent.” 

For the present at least, the woolen 
market is a good one to withdraw 
from, and Spencer Love counts him- 
self lucky in being able to get out 
Since 1956 or so the trend has been 
strongly away from woolens (by na- 
ture soft, bulky fabrics) and toward 
the lighter worsted-synthetic and cot- 
ton-synthetic blends. At the same 
time woolen and worsted imports were 
soaring, from 18.6 million square yards 
a decade back to 62.3 million last yea: 
—partly explaining the drop of nearly 
55% in U.S. woolen and worsted looms 
over the same period. The last straw 
was the sudden vanishing last sum- 
mer of the market for woolens to go 
into men’s sport coats next spring. 

Selective Discontent. Despite the spe- 
cial reserve of somewhere around $4 
million that will probably be set up in 
the company’s fiscal 1961 balance sheet 
to offset the anticipated Peerless loss, 
Spencer Love has few regrets about 
the venture as a whole. “Through 


*At Forses’ press time the Tifton unit had 
been sold to J.P. Stevens, the Rossville plant 
was in liquidation, and the company planned 
to keep the Cleveland mill running 
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1956 we would have said it was a good 
deal,” he remarks, “for it made a lot 
of money the first few years. We 
didn’t see ahead about imported wool- 
ens, about lighter fabrics, better heat 
in cars and houses, and so on. People 
are just wearing lighter clothes that’s 
all.” 

What he does regret is his own de- 
lay in making the Peerless decision. 
“I wish to hell I'd got rid of Peerless 
last year,” says he. “We've lost $2 mil- 
lion in operations there this year. If 
we had sold last year, we would have 
the loss behind us and we'd have the 
sale money. I think I would take a 
dimmer view in the future about 
babying along a weak operation. I'd 
cut and run much sooner than I did.” 

Spencer Love is spending much 
time these days pondering on what 
use to make of the $30 million or so 
that the sale or liquidation of Peer- 
less will yield in the months ahead. 
Not that he need lack entirely for 
suggestions: “If I passed the word out 
in the divisions that I was looking for 
places to invest the Peerless money,” 
he remarks, “I could have ideas for 
spending $100 million in here before 
Sunday.” 

Love claims there isn’t “anything 
consequential” pending just now in 
the way of new acquisitions. “There’s 
nothing good around that’s cheap,” he 
complains. “But,” he adds perhaps un- 
necessarily, “you never can tell.” 


DRUGS 


FEELING NO PAIN 


One big drug company feel- 
ing no pain this year is Rich- 
ardson-Merrell. 


For more than six decades Richard- 
son-Merrell Inc.* (formerly Vick 
Chemical) has made a handsome living 
as a seller of such nostrums as Vick’s 
VapoRub. Run by the present honor- 
ary chairman, Henry Smith Richard- 
son, one of the great salesmen of 
modern mass-merchandising, Vick 
used to dispatch agents all over the 
country carrying heavy metal Vapo- 
Rub ads which were nailed up in any 
available space on drug store walls. 
But Richardson often worried that 
the company was excessively depend- 
ent on common cures for common 
colds. As far back as 1938 Richard- 
son bought Wm. S. Merrell Co., an 
ethical drugmaker, for diversification. 

But it was under Richardson’s son, 
Henry Smith Jr., who took over in 
1957, that the company’s diversifica- 
tion program went into full gear. 
In the past four years, for example, 
the company purchased five companies 
in ethical drugs, vitamins and face 
medications. These new products cer- 
tainly gave Richardson-Merrell a shot 
in the arm: between fiscal 1956 and 
1960, sales rose 82.4% to $132.3 mil- 
lion, earnings jumped 129.2% to $14.4 
million. Even better, with 55% of 1960 
sales in non-proprietary drugs, net- 
profit margins had shown a rise from 


*Richardson-Merrell Inc. Traded NYSE 
Recent price: 97. Price range (1961): high, 
10834; low, 7812. Dividend (fiscal 1961): 94c 
Indicated fiscal 1962 payout: $1. Earnings 
er share (fiscal 1961): $2.86. Total assets: 
120 million. Ticker symbol: RXM 





8.4 cents on the sales dollar to 10.9c. 

The Elusive Goal. Yet for all the ef- 
forts of father and son there was one 
objective that eluded them: a special 
“find” in ethical drugs. Smith Kline 
and French had one in tranquilizers. 
So, too, did Pfizer and Parke, Davis in 
antibiotics. “It would have been darn 
nice if we could have got into anti- 
biotics also,” says young Richardson. 
Yet among his 400-odd ethical prod- 
ucts, Richardson had nothing that was 
comparably exclusive. Said he: “We 
needed a breakthrough into a special 
product. One that offered something 
extra and commanded a better price.” 

His chance finally arrived. About a 
year and a half ago, the company’s 
research chemists came across a prod- 
uct that could inhibit cholesterol in 
the human blood stream. And cho- 
lesterol, according to many authori- 
ties, is one of the principal causes of 
heart disease. Baptized MER-29, it 
was an immediate success. “Only a 
year after introduction,” says Rich- 
ardson, “it became our best-selling 
ethical drug.” Adds he happily: “The 
competition for MER-29 does not exist 
yet and we are at least a year and a 
half ahead of the field.” 

Proprietary Profits Too. MER-29 was 
not the only product doing well for 
the company. From its catalog of pro- 
prietary cold nostrums Richardson- 
Merrell had evolved a new prescrip- 
tion to keep sales booming. Called 
Formula 44 Cough Syrup, it has grown 
to be the U.S.’ top-selling cough mix- 
ture in two short years. 

Consequently, at a time when most 
drug company earnings were a little 
queasy from industry price cutting, 
Richardson last month announced that 
the company hit record sales and 
earnings for the fiscal year ended 
June 30. Sales were up 14.5% to 


SHIPPING VICK’S PRODUCTS (CIRCA 1918): 
common cures for common colds was not enough 








$151.5 million and on an improvement 
in profit margins, earnings rose 18.4% 
to $17 million. 

This year looks even better. “For 
the first two and a half months of the 
current fiscal year,” says Finance 
Vice President Arthur L. Boschen, 
“sales volume has been running ahead 
of last year.” And with R-M prices 
holding steady, the rest of the drug 
industry could well envy Richardson- 
Merrell both its diversification and its 
profitability. 
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Take a highly competitive 
market, inject an ambitious 
newcomer and you've got the 
kind of trouble typewriter 
makers are suffering from. 


TALK to any major U.S. typewriter 
manufacturer today and you'll get 
pretty much the same story: “There’s 
at least one too many in this busi- 
ness,” he'll say, “and not all five of 
them are going to stay afloat.” In- 
variably, the speaker adds: “By God, 
we're going to be one of the sur- 
vivors.” 

“Cutthroat” was hardly too mild a 
term to apply to the bitter battle go- 
ing on last month for the $292-million 
U.S. typewriter market. Fighting to 
hold—and if possibe to expand—their 


shares of this market were several 


foreign makers and five formidable 
U.S. contenders: Sperry Rand’s Rem- 
ington Rand division, IBM, Royal 
McBee, Smith-Corona Marchant and 
Underwood. They were fighting, 
moreover, for a market that has not 
shown any over-all growth in years 
(see chart, p. 24). The result has been 
as chaotic a price situation as has been 
seen in U.S. business since the Thir- 
ties. For example, The Royal Futura, 
supposed to retail at $109.50, is going 
for about $88. With the exception of 
IBM, no major U.S. manufacturer is 
making much money. Several are 
losing heavily. 

Competition Everywhere. IBM’s seg- 
ment is the only one that has been 
growing. Having picked up most of 
the office manual business, electric 
typewriters account for about 45° of 
all typewriter sales and this year may 
go above the 50% mark for the first 
time. 

But this rich market has been hard 
for rival manufacturers to crack 
Electric typewriters are the only kind 
IBM manufactures. First to sell them 
continuously before World War II, 
IBM was in a dominating position 
when the big postwar market devel- 
oped. Today IBM commands an esti- 
mated 65° of the $117-million electric 
typewriter market. Last July it in- 
troduced a revolutionary new electric 
called the “Selectric.” All the type is 
on a spherical head mounted on a 
small carrier. H. Wisner Miller Jr., 
head of the typewriter division, an 
IBM vice president, reports: “It has 
proved so popular that our delivery 
schedule has gone up from two 


months to five months.” 

Other typewriter manufacturers 
have worked hard to catch up in elec- 
trics, among them Sperry Rand’s 
Remington Rand division. Reming- 
ton Rand still sells more manuals 
than electrics, but its dollar sales are 
greater for electrics, according to 
Robert D. Brown, vice president of 
the office machines division. 

Also fighting hard for the electric 
machine market is Smith-Corona 
Marchant, the only company to make 
a small, portable electric typewrite: 
(priced at $159.50 compared with $455 
for its big electric model). Says soft- 
spoken, 44-year-old Emerson E 
(“Bud”) Mead, president of Smith- 
Corona Marchant: “We have the 
broadest line in the industry.” Its 
new compact, a small office type- 
writer, has boosted SCM’s electric 
sales by about 300%. For the first 
time SCM will sell more 
than manuals this year. 

SCM vs. RMB. SCM, by developing 
other product lines, has also managed 
to cut its dependence on typewrite1 
sales. This year typewriter sales 
were less than 35° of SCM’s total 
sales, 7°. less than last year. Greate: 
emphasis on electrics and the shift to 
other products has shown up in the 
income statement. In fiscal 1961 
(ended June 30) reached a 
record $96 million compared to $93 
million in 1960. But SCM’s type- 
writer troubles were taking their toll 
Earnings were only $301,747, 16c a 
share—a return of less than one-third 
of a cent on the sales dollar. This, 
to be sure, was a hg improvement 


electrics 


sales 


Goop MANAGEMENT, it is generally accepted today, is the 
greatest asset a company can have, and International 
Business Machines has it in ample measure. Though it 
does not show up on a balance sheet, good management 
is a very concrete thing, evidencing itself in decisions 
soundly arrived at and vigorously pursued. The story of 
how IBM came to dominate the electric typewriter mar- 
ket is a dramatic and specific example of this. 

It was 1933, the bottom of the Depression, when IBM 
bought Electromatic Typewriters, Inc. The company’s 
main product was a crude typewriter known as the 
“Electromatic,” the invention of James Smathers who 
had been tinkering with electrics since 1914. 

It took courage as well as foresight to go into this field 
at the bottom of the Depression. Electric typewriters 
were not new. A Canadian company had produced a 
sound, workable model as early as 1906. It flopped. 
Remington Rand and Royal both made electrics as early 
as 1925, but gave the whole idea up after several years 
and returned happily to the old, reliable manuals. 

But IBM, once it made its decision, went all the way. 
Then President Thomas Watson allocated money for re- 
search, for electrical improvements, for new designs. 
Burroughs hopped into the market in 1935 and then 
hopped out just as fast one year later. IBM persisted. 

Watson continued to believe that the electric’s time 


IBM's First Electric Typewriter 


would come. But the electric did not produce a profit, 
even in the years immediately after World War II when 
the big electric market began to develop. Industry gossip 
has it that IBM didn’t actually make money on its 
electric typewriters until three or four years ago. 

Whether true or not, IBM by a 28-year display of guts 
and perseverance can now take satisfaction that its 
gamble has fully paid off and has put the company so 
far ahead of its competitors that it today dominates this 
rapidly increasing market. 





over last year’s loss of 24c a share 
(before special charges). But it was 
way below what SCM might have 
earned had the typewriter business 
been normal. 

Even harder hit was Royal McBee. 
Royal McBee claims to be the coun- 
try’s leading typewriter producer and 
by far the leading producer of man- 
ually operated machines. It is also 
the least diversified except for Under- 
wood. Typewriters make up more 
than 60% of RMB’s total sales, and 
manual standards at least one-third 
of total sales. 

The fiscal year just ended (July 31) 
was particularly disappointing. Royal 
McBee reported a net loss of $1.1 mil- 
lion, 92c a share. This despite sales 
of $107 million, the third highest 
volume in history. The loss compared 
with a net profit of $771,657, 28c a 
share, on record sales of $111 million 
in fiscal 1960. 

Who’s The Villain? Why have things 
come to such a pass in the once 
comfortable typewriter business? A 
static market is partly to blame. So 
is the growth of foreign competition. 
But typewriter men are particularly 
incensed at the tactics of a relative 
newcomer: Italy’s Olivetti & Co., 
which now runs Underwood. 

Fortune Peter Ryan, Royal McBee’s 
hard-working president, minces few 
words on the subject. “The price situ- 





COMPETITION 
WITH A CAPITAL “C” 


A static market since 1956, rough com- 
petition from imported machines and 
the entry of a tough new contender all 
have served to throw the U. S. type- 
writer market into near chaos. Domestic 
sales of U. S. machines last year were 
the lowest in five years and the export 
market has nearly vanished. 
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ation has been brought about by the 
European philosophy of marketing— 
that is to operate a given plant at its 
optimum rate of production regardless 
of the law of supply and demand in 
the market place, which consequently 
results in price cutting.” 

He Won’‘t Be Last. After three years 
of deficits, Underwood was tottering 
when Olivetti bought control for $8.7 
million in 1959. Since then Olivetti 
has pumped well over $60 million into 
Underwood, beefing up the sales force 
and cutting production costs. 

Underwood’s_ sales picture has 
greatly improved under Olivetti. But 
on record volume of $95 million, Un- 
derwood lost $26 million last year. 
Moreover, losses for the first six 
months of 1961 were $3.6 million, $1.40 
a share, compared to a $6.4-million 
loss, $2.62 a share, for 1960. 

But whatever its competitors think, 
Olivetti is clearly staying in the race. 
Warns Dr. Ugo Galassi, Underwood’s 
imperturbable president: “We are the 
leaders in Europe and aren’t used to 
being the ‘tail.’ We have to be one of 
the top firms.” 

Outlook for the industry: continued 
price cutting and a prolonged battle 
for survival. 


BUILDING MATERIALS 


CEMENT 
TREADMILL 


d4fter spending $142 million 

on expansion, Ideal Cement 

finds its profits are exactly 
where they were before. 





IN THE cement industry’s headlong 
race to expand during the past five 
years, no one pulled ahead faster than 
Ideal Cement Co.’s* President Cris 
Dobbins. He spent a whopping $142 
million for new capacity. In the proc- 
ess Ideal moved from third to first 
place among independent domestic 
producers, as its capacity nearly dou- 
bled to 40 million barrels a year. 
Dobbins extended Ideal way beyond 
its original Denver base. The com- 
pany’s present 17 plants cut a wide 
diagonal swath across the country 
from Washington to Alabama. 
Earnings, however, did not follow 
suit (see chart). Despite a 38% jump 
in sales since 1955, Ideal’s net last 
year dropped to $13.7 million. That 
put Dobbins right back where he 


“Ideal Cement Co. Traded NYSE. Recent 
rice: 32. Price range. (1960): high, 3234; 
ow, 2514. Dividend (1960) : 80c. Indicated 196i 

yout: 80c. Earnings per share (1960) : $1.22. 
ag assets: $176.6 million. Ticker symbol: 





cement 
have suffered declining profits over 
the pas? several years, but ideal has 
suffered less than its two major rivals. 
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started in 1955 before the spending 
spree began. 

Dobbins’ problems have not been 
his alone. U.S. cement capacity in- 
creased 37% from 1955 to 1960, but 
shipments rose a mere 6%. Operat- 
ing rates have thus dropped sharply. 
Ideal, however, has fared somewhat 
better than the other two members of 
cement’s Big Three.+ Lone Star and 
Lehigh Portland, who upped capacity 
less than Ideal, saw earnings drop 
20% and 31% respectively. Says Dob- 
bins now of his expansion program: 
“To be blunt, we started on it as the 
only way to stay in business.” 

Like many another industry with 
excess capacity, cement has had to sit 
back and wait for demand to start 
nudging prices up to a point where 
profits will start to look better. Per- 
haps to hurry things a bit, last month 
Cris Dobbins announced that come 
Jan. 1, his prices would be up to 4° 
higher. That would be the first indus- 
try increase in more than two years. 
But Ideal can make the price boost 
stick only if rivals follow suit. Some 
have already done so, and Dobbins 
notes hopefully: “I think the rest of the 
industry needs this as much as we do.” 

Even without benefit of the boost 
in prices, Ideal’s fortunes are looking 
up a bit. With encouraging first-half 
results (67c a share vs. 64c last year), 
Dobbins cautiously says: “We'll do 
a little better this year than last.” 
And, of course, he looks for “a further 
gain in 1962 if the new price holds.” 
Unless it does Dobbins and his stock- 
holders will have to wait a while 
longer for any real payoff on their 
big expansion program. 


+Excluding Universal-Atlas, whose results 
are not broken down by its parent, U.S. Steel 
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Cities Service “hydrant truck” pumping and filtering jet turbine fuel 


Cities Service on the move 


A sleek jet airliner is fueled for flight through 
the skies . . . a giant reaper cuts a swath through 
a golden field of grain . 


its cargo of oil toa waiting refinery. In the air... 
on land...at sea... Cities Service is on the move. 


. .a supertanker speeds 


In all the varied ways in which a major oil com- 
pany operates . . . in production, transportation, 
manufacturing, research, and marketing . . . the 
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pace is accelerated today. On a hundred fronts, 
to provide American industry and the American 
public with the newest and best in petroleum 
products... Cities Service is on the move! 


“Keep your eyes on Cities Service" 


CITIES @ SERVICE 








NATIONAL STEELS FAST NEW COLOR LINE 


From this new automated finishing line at our Stran-Steel Division 
—the most advanced of its kind—stream the colorful pre-coated steel 
panels for our handsome Stran-Steel pre-engineered steel buildings. 
Stimulated by our pioneering of color, progressive designs and 
modern production techniques, demand for these modern build- 
ings is flourishing. And this new 600-ft. color finishing line is provid- 
ing effectively protected, uniformly color-coated steel building 
panels to meet the soaring demand more efficiently than ever. 


FIVE OTHER 
MAJOR STEPS 
TO FURTHER 
PROGRESS 


ex. 


AT GREAT LAKES STEEL in Detroit, the computer- 
controlled and operated 80” Mill of the Future— 
fastest, most powerful hot-strip mill in the world —will 
provide more and better automobile body sheets. 





Starting with zinc-coated coils that are first roll-formed, then cut into 
panels, our Stran-Steel Division’s new line automatically proc- 
esses the panels with a bond coat, an oven curing, multiple color 
coats and a second oven treatment via a unique 4-zone installation. 
Precision controls linked by twenty miles of wiring unerringly 
maintain the stringent specifications for paint pressures, oven 
temperatures and conveyor speeds. The result: Steel panels in any 
of ten long-lasting and attractive color finishes—all at a price per 
square foot that’s just slightly higher than for galvanized steel alone. 





AT MIDWEST STEEL near Chicago, the most modern 
and efficient steel finishing plant in existence is 
providing industry with the finest quality galvanized 
sheets, tin plate and, soon, hot- and cold-rolled sheets. 
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FOR PRE-COATED STRAN-STEEL BUILDINGS 


our employees; more and better steel for our customers; and better 
values for you, the ultimate consumer of the million and one prod- 
ucts made of steel. Other phases of this program will swing into 
action soon. And we will be bringing you news about them, too. 


This new finishing facility is one step in a program of progress 
throughout all divisions in which National Steel is investing well 
over $300,000,000. Among the far-ranging benefits: greater effici- 
ency and stability throughout our operations; more secure jobs for 


NATIONAL STEEL CORPORATION, pirrseurcn, va o 
cy 


SUBSIDIARIES AND DIVISIONS: 


NATIONAL 
STEEL GREAT LAKES STEEL © WEIRTON STEEL © MIDWEST STEEL © STRAN-STEEL © ENAMELSTRIP * HANNA FURNACE 


* NATIONAL STEEL PRODUCTS 











AT WEIRTON STEEL in Weirton, W. Va., new and 
improved facilities throughout this division increase 
the production and improve the quality of Weirton’s 
tin plote, galvanized sheets and cold-rolled sheets. 


OUR NEW RESEARCH CENTER will be National 
Steel's headquarters for the expanded, continuing 
exploration of new and better raw materials, facili- 
ties, manufacturing processes and products of steel. 


NEW BASIC OXYGEN FURNACES ct Great Lakes 
Steel. Construction has started on two basic oxygen 
furnaces—to be the largest ever built—which 
will add new capacity and greater efficiency. 
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- |t's the Compact . ... compact in appearance and in fact. And notice . . . the compactness is between the 
keyboard and the carriage. All the dead air space has been engineered out. But the important work areas 
are set up the same as in other electrics. The carriage is a full 12 inches and the return is electric—auto- 
matic. The keyboard, too, is full size (and with new features). This is the whole idea — compactness. This 
is American engineered compactness — a more efficient product to do the job and so a more efficient price 
—$249*. Available in three decorator colors and all the crisp type styles you'll ever need. See the Compact 
today. Call your local Smith-Corona Marchant representative, or mail coupon on opposite page. «Pius tax 


























MACHINERY 


FISCAL 
ENGINEERING 


Continental Motors’ Jack 

Reese has done a notable en- 

gineering job, but only a so- 

so job on earnings. Now. 

says he, things look better 
all around. 





Back in the salad days when such 
long-vanished autos as the Velie, the 
Romer and the Pope-Toledo were 
familiar names, Continental Motors 
Corp.* could point with pride to near- 
ly every make on the street. From its 
beginnings as a partnership in 1902, 
it had become the chief supplier of 
engines to those numerous small “in- 
dependents” which lent variety, if not 
stability, to the auto industry in its 
early years.* 

With the shake-out, Continental lost 
its bread-&-butter business. Its last 
important automaking client was De 
Vaux, which went out of the business 
in the early thirties. Long before then, 
Continental had been heading for the 
rocks. In 1939, losing $220,000 on a 
paltry gross of $7.3 million, it under- 
went drastic reorganization at the 
hands of Wall Street’s Van Alstyne 
Noel (a Van Alstyne still sits on its 
board). 

The new board brought in fresh 
management headed by Clarence 
(“Jack”) Reese, a veteran auto and 
steel man. Reese steered Continen- 
tal into low-powered heavy duty 
agricultural and industrial engines 
through the acquisition in 1942 of 
Wisconsin Motor, still one of Con- 
tinental’s biggest money-makers. Two 
years later he added Gray Marine, a 
leading producer of inboard engines. 

On the Road. Engineering-minded 
Jack Reese scored some notable tri- 
umphs. Greatly expanding his staff 
during the war, he built up Continen- 
tal’s reputation, was able to win out 
over all other producers in a design 
contest held by Army Ordnance in 
1946 for tank engines. He triumphed 
several months later when his model 
was accepted. The Pentagon be- 
came one of Continental’s best cus- 
tomers. 

Instead of producing a relatively 
small number of items for a few good 
customers as it had in its auto indus- 
try days, Continental began to con- 

*Continenta!l Motors Corp. Traded NYSE 
Recent price: 10. Price range (1961): high, 
117%; low, 754. Dividend (1960) : 60c. Indicated 
1961 payout: 40c. Earnings per share (1960): 


43c. Total assets: $768 million. Ticker 
symbol: CMR. 


‘Continental itself once made cars: the 
Beacon, Fiver and Ace, all dropped in 1934 


centrate on offering a wide range of 


engines for a very broad list of cus- | 
tomers. Today it produces 120 basic | 
models for land, sea and air use, will | 
build to over 3,000 specifications for | 


from 1% to 1,040 horsepower. A non- 
consolidated subsidiary, Continental 
Aviation & Engineering, makes train- 
ing plane engines, jet engine starting 
equipment and is developing small 
turbines for helicopters. 

Reese thus kept Continental very 
much in business. Sales volume, which 
rarely exceeded $10 million during 
the late Thirties, has remained above 
$130 million in each of the past few 
years. 

Where’s the Profit? There was only 
one trouble—and a serious one: a 
distressingly small portion of the gross 
was coming down to profits. Last 
year CMR’s earnings of 43c a share 
amounted to barely a 3% return on 
stockholders’ equity, brought in a net 
return of just over 1 cent on the sales 
dollar. The problem was partly that 
Reese’s kind of multi-product devel- 
opment and good service cost dearly. 
To keep that important customer 
against myriad rivals down the prod- 
uct line, Reese also has had to meet 
prices slashed to the bone. 

All this understandably has caused 
no little dissatisfaction among Con- 
tinental’s 22,000 stockholders. From 
time to time there have been rum- 
blings of an impending proxy fight. 
Through it all, however, Jack Reese 
has stuck to his engineering and 
service standards. 

Progress At Last? But last month 
Reese could point to some impor- 
tant progress towards better profits. 
Earlier this year he nailed down a 
$12-million Pentagon order for an in- 
genious truck engine capable of run- 
ning either on jet fuel, gasoline or 
diesel oil. This year his tank engine 
orders are up 50% over last year’s 
level. As a leading supplier of 
power plants for executive aircraft, 
Continental is sharing in that par- 
ticular boom. 

All of which cheers Reese consid- 
erably. Interviewed last month over 
the whirring noise of his beloved 
machine shop in Muskegon, Mich., 
Reese shouted: “I feel better than I 
have for years. Over the next two 
years we should reap the rewards of 
patience.” 

What kind of a reward? “We hope,” 
replied he, “to bring down 3% to 
net.” If Reese’s predictions are cor- 
rect, stockholders can well afford to 
be patient. Three per cent of Con- 
tinental’s current sales volume would 
produce earnings of around $1.25 a 
share—better than Continental has 
done at any time since the Korean 
War. 


IN ONLY SIX MINUTES: 
THE MOST CONVINCING 
(AND SURPRISING) 
TYPEWRITER DEMON- 
STRATION YOU HAVE 
EVER SEEN!!! 


We'd like six minutes—no more—to 
show you the remarkable Smith- 
Corona Marchant Compact 200. 
Just tell us which day you'll have 
six free minutes. Or send in your 
order for the Compact 200 now. 


Smith-Corona Marchant, Inc. 

410 Park Ave., New York 22, N. Y. 
_jt'd like to see your six-minute 
demonstration at 


on 


Send _ ‘ (quantity) 
new Smith-Corona Compact 200 
typewriter(s). 
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410 Park Avenue, New York 22, N. Y. 
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WARD’S BARR: 
he learned from the past 


RETAILING 


WARD STEPS OUT 


Struggling to get Montgom- 
ery Ward off dead center, 
John Barr proposed a bold 


move last month. 


Former President Harry S. Truman 
likes to paraphrase Santayana’s ob- 
servation that those who cannot re- 
member the past are doomed to 
repeat it. 

It is an observation that has not 
been lost on Montgomery Ward’s* 
Chairman John Barr. Last month, 
determined that Ward’s_ inglorious 
history of missed opportunities will 
not be repeated, Barr moved boldly 
into discount house merchandising. 
And for once, Ward was there ahead 
of arch-rival Sears. 

New Blood. In his most ambitious 
move since he took charge of Ward, 
Barr proposed to buy (with a new 
convertible preferred stock issue) 
aggressive Interstate Department 
Stores, Inc., a 61-store national chain 


*Montgomery Ward & Co. Inc. Traded 
NYSE. Recent price: 3154. Price range (1961) : 
high, 3434; low, 27. Dividend (1 ): $1.50. 


Indicated 1961 payout: $1. Earnings per share 
D3 


qa $1.07. otal 
Ticker symbol: M. 


assets: $740 million. 


which did $114 million in sales 
last year. Although shareholders 
and directors of both companies have 
yet to pass on the proposal, Barr 
was acting as though he could 
hardly wait. 

For Interstate, although relatively 
small, has had just the kind of success 
in the past few years that Barr has 
looked for (and found all too infre- 
quently) since he took charge of Ward 
in 1955. Interstate, for one thing, has 
the kind of capable management that 
Ward needs sorely. Even though the 
merger is still weeks away, Barr al- 
ready plans to drop Interstate Presi- 
dent Sol W. Cantor into a Ward 
executive vice president’s slot and 
make him a director. 

But Barr would get much more out 
of the transaction than executive 
talent. On sales volume alone, there 
is not much for him to get excited 
about in Interstate. The chain’s ex- 
pected $175 million in sales this year 
would only add 12.5% to Ward’s an- 
ticipated $1.4 billion. 

Undiscounted Profits. But Barr can 
get excited about the profits that In- 
terstate makes from discount opera- 
tions. Largely because of discount 
business, Interstate’s profits have 
more than kept pace with sales. Thus, 
since Interstate went into discount 
merchandising in 1959 (and now has 
21 of 60 stores in this type of retail- 
ing), sales have risen 73%, but earn- 
ings have gone up 117% to $1.38 a 
share last year. 

To get obviously superior earning 
power, Barr will pay a good price. 
Each share of new preferred will have 
a conversion call on 1, shares of 
Ward stock. Thus, even though the 
two are fairly close on recent earnings 
and market price, Interstate holders 
will be trading $13.38 in book value 
for $56.49 worth of Ward stock. 

It is the profits’ infusion that Barr 
especially needs. Despite his success 
in getting Ward’s sales headed up- 
ward again since 1955, his profits 
have skidded to less than half of what 
they were then ($1.07 last year vs. 
$2.62 a share in 1955). In picking up 
the pieces of the once-proud Ward 
operation, Barr since 1955 has spent 
$135 million on capital projects (52 
new stores), ten times as much as 
the company’s capital expenditures 
for the preceding five years. 

Only a handful of Ward’s new 
stores (five to be exact) will have 
passed their third birthday this year 
and thus, the majority of Ward’s new 
outlets are barely in the black. 

Only A Foothold? Even if the Inter- 
state merger goes through as ex- 
pected, Ward, of course, would get no 
more than a foothold in the discount 
business. But Barr will be getting 


an outfit that is already rolling in 
high gear; for once Ward will not 
have to start from dead center. 


CONSUMER PRODUCTS 


SURPRISE! 


Warned not to expect too 

much, Gillette’s stockholders 

were pleasantly surprised at 

the goodies that came their 
way. 





FEVER-PITCHED World Series sports- 
casters can spot new record innings 
before they happen. But their TV 
sponsor, the Gillette Co., has a de- 
cided distaste for overenthusiastic 
claims. When it does make predictions, 
they tend to be cautious almost to a 
fault. Thus, earlier this year President 
Boone Gross told his stockholders 
that Gillette would do well in 1961's 
second half to match the $2.14 a share 
it earned in the second half of 1960. 

In spite of that cautious prediction, 
Gillette delivered the goods. Last 
month its directors declared a fat ex- 
tra of 80c a share and announced they 
were recommending a 3-for-1 com- 
mon stock split. 

How come, after those cautious 
pronouncements? Second-half earn- 
ings, explained Chairman Carl Gil- 
bert, had been well ahead of expecta- 
tions. Full year earnings, he said, 
would probably run about 6° ahead 
of last year’s previous record of $3.98. 
Thus, if Gillette’s earlier predictions 
had erred, they erred on the side of 
caution—which was more than could 
have been said for the record of most 
of the sportswriters. 
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FOOD CHAINS 


MEAT & POTATOES 


Winn-Dixie’s profit margins 
are still the envy of the 
nation’s grocers. 





WITH MoRE mouths to feed every year, 
most U.S. grocery chains expect sales 
to rise from one year to the next. But 
they do not hope to do any better 
than hold the line when it comes to 
profit margins. Unless, that is, they 
happen to be Jacksonville’s (Fla.) 
Winn-Dixie Stores.* Year after 
year, Winn-Dixie earns almost twice 
as much on the sales dollar as its big 
competitors (last year 2.2 cents vs. 
1.3c). Run in somewhat informal 
fashion by the four Davis brothers 
(Artemus Darius, 56, president; James 
Elsworth, 54, chairman; and M. Austin, 
50, and Tine W., 47, both executive 
vice presidents), Winn-Dixie reported 
last month that it had done it again. 

On a rise of 6.3% in sales to $767 
million, medium-sized Winn-Dixie 
(seventh largest among food chains) 
was able to boost net income by 8% 
to $17.1 million. As usual, Winn- 
Dixie was far ahead of its closest rival 
when it came to return on stock- 
holders’ equity (21.6% in fiscal 1961 
vs. Food Fair’s 14.7%). 

Minding the Store. While rivals have 
sought bigger volume and _ better 
profits by vastly expanding their mar- 
keting areas and diversifying, the 
Davis brothers, shrewdly enough, have 
done little of either. They got a good 
grip on a tight eleven-state territory 
in the South and have held on to it. 
None of the $36 million or so laid out 
in capital expenditures since 1956 has 
gone for any new or untried ven- 
tures. Almost all of it has gone right 
back into Winn-Dixie’s grocery busi- 
ness. 

Largely through this kind of atten- 
tion to basic business, Winn-Dixie’s 
sales volume per store has risen from 
$7,400 a week in 1948 to a hand- 
some $27,000. And profit margins this 
year are actually higher than the 
2.06°. return of 1950. With this kind 
of success in groceries, Winn-Dixie 
has no intention of diversifying into 
such sidelines as soft goods: “When you 
start competing with J.C. Penney,” 
says President A.D. Davis, “you have 
a very formidable opponent on your 
hands.” 

That all this had bred success was 
undeniable last month. For even as 
Davis was reporting his highest earn- 


*Winn-Dixie Stores, Inc. Traded NYSE 
Recent price: 37. Price range (1961): high, 
3934; low, 26. Dividend (fiscal 1961): 7049c 
Indicated fiscal 1962 payout: 84c. Earnings 
per share (fiscal 1961): $1.34. Total assets: 
$119.3 million. Ticker symbol: WIN 


WINN-DIXIE’S DAVISES (1 to r), AUSTIN, A.D., TINE & JAMES: 


ings in history, Winn-Dixie’s finan- 
cial men were mailing out the month- 
ly dividend (7c a share), which had 
been increased for the 18th straight 
year. 


AIRLINES 


GONE WITH 
THE JETS 


The jet 
about 
victim 


age apparently is 
to claim its second 
among the airlines. 


IT Is no secret that competitive pres- 
sures of the jet air age are giving 
domestic airlines fits. In the first 
seven months of 1961 airlines showed 
a net loss of a hair-tearing $15 mil- 
lion. What’s more, the outlook for the 
remainder of the year looks no bet- 
ter. No one has yet solved the indus- 
try’s twin problems: duplication of 
routes and excessive passenger capac- 
ity created by replacement of the 
comparatively small piston driven 
planes by the seat-heavy jets. 

Only last June Capital Airlines 
threw in the sponge and merged with 
United Airlines. Last month another 
deficit-plagued airline was attempting 
to find a solution by merger: smallish 
Northeast Airlines (total assets: $36 
million). But while Capital had been 
a profit maker in the past, Northeast 
has been a loser since its formation 
28 years ago to service upper New 
England. It has never shown a profit 
from operations. 

Weary of footing the bill for North- 
east’s losses, the Civil Aeronautics 
Board out of the blue awarded the 
ailing line the right to fly the rich 
New York-Florida route the 


over 


in informal fashion, formidable profits 


anguished howls of Eastern Air 
Lines and National Airlines. Though 
Northeast managed to win 25% of 
the market, the transfusion never 
took. Both Eastern and National lost 
money on the route, while Northeast 
remained in the red. 

Despite its losses, Northeast’s cov- 
eted route made it a prime attraction 
for such merger-minded lines as 
TWA, Pan Am and Delta. The CAB 
however, did not think much of that 
idea. 

Then came another proposal, one 
that envisaged breaking up North- 
east and dividing its assets and routes. 
Mohawk Airlines, a New England 
competitor, would take Northeast’s 
New England routes and 20 of its 
planes. Eastern and National Air- 
lines would take Northeast’s Florida 
line. Northeast stockholders would be 
paid in options on the stock in the 
three airlines. But Northeast’s Chair- 
man David A. Stretch was not to be 
hurried, said the whole plan would 
take more study. 

That seemed to leave Northeast 
exactly where it had started. There- 
fore, when the CAB met in Washing- 
ton last month with the presidents of 
13 major airlines, Northeast’s future 
was prominently on the agenda. Also 
reportedly up for action were the 
somewhat shaky finances of several 
other airlines. 

Just what decisions would ulti- 
mately emerge remains a question 
mark, but one thing seemed certain: 
the CAB was already in full retreat 
from its ill-fated efforts to foster 
greater competition in the airlines 
business. For all the CAB’s former 
good intentions, the hard economics 
of the jet age was clearly dictating a 
future in which there would be fewer 
but stronger airlines. 








What would you charge to a 
new metal that’s three times stronger than carbon 
steel? United States Steel developed just such a 
metal, ‘‘T-1'’ Steei, and though it’s three times 
stronger, it costs only about 2'4 times more. So, 
designers can frequently use one ton of ‘‘T-1"’ 
to do the work of three tons of carbon steel—at 
less cost. For example, on California’s new Car- 
quinez Strait Bridge, ‘‘T-1'’ saved $800,000 in 
the total cost of steel. 

Is United States Steel reducing its own poten- 


tial income with this new steel that performs 
better at less cost? No, because the money saved 
by ‘‘T-1"’ in one application will be invested else- 
where—in another new bridge, in more machin- 
ery, in more farm equipment—continuing the 
growth of America’s economy. This is why United 
States Steel believes that the va/ue of a material 
is determined by its performance... and why the 
development of stronger, better performing steels 
is essential to the growth of a stronger America. 


America grows with steel. 
USS and “T-1"' are registered trademarks 


United States Steel 





GO WEST 


where the real growth is... 


LOS ANGEL 


for instance 


Locate your new plant 

or warehouse in the 

City of Industry, 

in Los Angeles County, 

the center of the 

Southern California 

growth area that 

seems destined to 

be America’s No. 1 
ciate _—— Si a industrial market by 
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Locate in the West—where 9 out 
of 10 industrial markets are out- 
shows that this area, like other metropolitan centers in the West, has far- pacing the national growth. 
above-average opportunities and advantages for industry. 


Greater Los Angeles spells Opportunity. A quick glance at the tables above 


So, go where growth is! Locate along Union Pacific, specifically in our 
fully developed Industrial District tract in the City of Industry, only 17 miles 
from downtown Los Angeles. Utilities are in. Streets are paved. Lead tracks 
from adjoining Union Pacific main line have been installed. Major thorough- 


fare, and soon-to-be-built Pomona Freeway, provide easy access. 
Your Traffic Manager, who knows routes and rates, will tell you that when 
your plant is located on or near Union Pacific trackage, you are assured of 


reliable freight service backed by most modern facilities and equipment. 


° F detailed inf i hi 
Industrial Development Department pin ong etapa a aaeiead 


other sites in the West, see your nearest 


U w id | PAC I FIC Union Pacific representative, or address 


Industrial Development Department, 


[RE] fi rOc]e] Union Pacific Railroad, Omaha 2, Nebr. 





HIGH FINANCE 


LEVERAGE-LOVING 
GENERAL 


A West Pointer with a taste 
for high finance has built an 
impressive empire from a 
collection of rather small 
corporate parts. 





NoRMALLY a calm man with promi- 
nent blue eyes and an unobtrusively 
genteel manner, retired Major Gen- 
eral George Olmsted has a way of 
becoming quite excited when talking 
about his brainchild, the International 
Bank, Washington, D.C.* “We are 
building,” exclaimed he recently, “one 
of the most interesting forms of lev- 
erage in American business today.” 
Warming to his subject, Olmsted 
went on: “It’s like an oil well. A small 
group of people own a set of assets 
which are at the top of another pile 
of assets worth some $900 million. I 
compare it with an oil well because 
in our setup, the oil gushes out at 
the top.” 

Small Parts, Big Whole. To fashion 
his skillfully leveraged empire, 
George Olmsted has put together a 
collection of assorted companies, most 
of them relatively trivial in their own 
right. All told, however, they control 


some $900 million worth of assets in 
a globe-circling complex of insurance, 
banking, moneylending and financial 


service companies. Thus, each single 
dollar of International Bank’s ap- 
proximately $25 million in capital as- 
sets is leveraged approximately 40 
times over. 

Among other things, International 
Bank subsidiaries are the largest 
writers of fire and casualty insurance 
in Liberia and an economic power in 
the Dominican Republic. The bank 
is the largest single stockholder in 
the wide-ranging Financial General 
Corp., of which Olmsted is president. 
Through its investments and subsidi- 
aries, International Bank and Finan- 
cial General between them control 
such good-sized U.S. banks as Bank 
of Commerce, New York ($105- 
million deposits); Union Trust Co., 
D.C. ($117-million deposits); Pull- 
man Trust & Savings, Chicago ($83- 
million deposits). Among its insur- 
ance companies are: United Services, 
Hawkeye Security and Bankers Se- 
curity. 

All in all, Olmsted has been one 
of the U. S.’ most precocious fiscal 


*International Bank, Wash. D.C. Traded 
over-the-counter. Recent price: 714. Price 
range (1961): high, 8; low, 434. Dividend 
(1960): 6c. Indicated 1961 payout: 6c. Earn- 
— per share (1960): 13c. Total assets: $25 
million. 
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empire builders in 
the past five years. 
And while the Olm- 
sted companies have 
thousands of minor- 
ity stockholders, the 
topside of his cor- 
porate structure is 
relatively closely 
held; Olmsted and 
his foundation to- 
gether own 1.6 mil- 
lion of International 
Bank’s 2. million 
common shares. His 
original stake in 
1955: $500,000. His 
current estimated net 
worth: about $10.5 
million at current 
market prices. 

Deserting the Drill 
Field. For all his 
wheeling and deal- 
ing, George Olmsted 
is a relatively recent 
comer to the halls of 
high finance. Before 
World War II he had 
been a fairly suc- 
cessful middle west- 
ern businessman for 
almost 20 years. 

Olmsted had origi- 

nally aimed at a military career. But 
after graduating from West Point in 
1922, he found that World War I had 
created an oversupply of Army offi- 
cers. The ambitious young Olmsted 
thus calculated that he would not get 
very far. Says he: “It was not a bright 
prospect in that field. There was 
bound to be a long dry spell before 
promotion.” 

Breaking into the insurance field 
with $500, Olmsted set up his own 
agency in Des Moines. He was a 
modest success from the start. Soon 
specializing in a field which most es- 
tablished companies were wary of 
touching: truck and carrier insurance. 
Says he: “We had a good operation 
before there was any competition from 
the old, orthodox companies.” 

Simple Solution. Volunteering for 
the service in World War II, Olmsted 
became a Brigadier General and was 
put in charge of political and eco- 
nomic warfare in China. He hit on a 
bizarre but effective solution to the 
country’s raging inflation. China’s 
yen was practically worthless and 
cloth had taken the place of legal 
tender. 

“We discovered,” explains Olm- 
sted, “that if we could control the 
price of cloth we would in effect be 
controlling the price of money.” 
Thus, under Olmsted’s direction, the 
Army flew stockpiles of cloth all over 
the country. “If the local merchants 
started to hoist prices,” remembers 


Olmsted, “we just broke their backs 
by undercutting them. And it worked 
pretty well.” That experience, and a 
later job as economic adviser to Chi- 
ang Kai-shek before the revolution, 
gave Olmsted his first training in in- 
ternational finance. 

Taste of Finance. The war over, 
Olmsted returned to expand his in- 
surance group, acquiring two compa- 
nies in three years. Then he caught 
the eye of financial dealster David M 
Milton, boss of Equity Corp. Milton 
offered Olmsted his first real taste 
of relatively high finance. 

Olmsted helped Milton beat off a 
proxy raid on Equity Corp. in 1947. 
As a reward, Milton appointed Olm- 
sted a director of the Equity-con- 
trolled Financial General banking 
group. This was the banking empire 
formed by Arthur J. Morris, founder 
of the Morris Plan (see box, p. 38) 
and then controlled by Milton’s Equity 
Corp. It included some 43 banks 
which had originally been part of the 
Morris Plan. “That was my first brush 
with Wall Street,” said Olmsted. “Up 
to that time I was strictly an oper- 
ating man running a few insurance 
companies.” 

Olmsted clearly liked the exotic 
flavor of financial wheeling and deal- 
ing and was eager for more. His 
opportunity came in 1954 when he 
stumbled across an off-beat situation 
in the International Bank of Wash- 
ington, D.C., a privately held outfit 
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whose main asset was an organization 
with the dignified name of the Inter- 
national Trust Company of Liberia. 

Liberian Trust was the brainchild 
of Edward R. Stettinius Jr., a former 
Secretary of State to FDR. It was 
formed to encourage and administer 
the registration of foreign ships under 


bentures. He then brought to bear 
on the company the broad range of 
corporate and international experi- 
ence he had acquired. 

Liberian Adventure. That investment 
turned out to be a tremendous suc- 
cess. Liberia prospered as a ship- and 
tax-haven and Olmsted knew all the 


the easygoing Liberian flag, as well as 
to register foreign companies seeking’ originally cost International Bank 
a tax haven. Olmsted got control of 


$500,000 worth of its convertible de- 


International Bank by buying 
earned a net profit of $310,000. 


THE MAN WHO 
STARTED IT ALL 


ArtHur J. Morris was the founder of 
what is now Financial General Corp. and, 
still spry at 81, remains its board chair- 
man. Though many people have forgotten 
the fact, Morris was one of the great in- 
novators of the modern U.S. economy. It 
all began with his famed Morris Plan. 

When Arthur J. Morris first developed 
the principles of consumer credit in 1910, commercial banks would 
have nothing to do with a proposition which at the time was con- 
sidered highly dubious. The young North Carolina-born, University 
of Virginia-educated lawyer was the first man to challenge a 
tradition that stretched back to the earliest days of American banking. 
Namely, that no loans should be given without collateral. 

But on a trip to Europe during the first years of this century, Morris 
had come across a type of consumer bank credit which worked perfectly. 
Called the Sottish overdraft system, it was based on the idea that an in- 
dividual could draw on an overdraft provided he could find a co-maker. 
A good character and steady income were all that was required. 

Morris decided to apply a similar. concept in the U.S. In 1910 he set 
up his first small loan operation with $10,000 of his own and an equal 
amount borrowed from friends. “I think those friends of mine,” 
recalls Morris, “wrote off that money the day they gave it to me.” 

They did not have to write it off. In the first two years the little 
bank made some $159,000 worth of loans. But Morris faced one major 
obstacle: no bank would lend him money. 

Morris therefore decided to go to the public for working capital. 
He sold 6% thrift certificates to small savers. As for his borrowers. 
they were issued a similar kind of certificate in which they agreed 
to pay a set sum in regular installments. When the period of the 
loan expired, the amount so “saved” was applied to pay off the amount 
borrowed. In this way Morris hoped to encourage the habit of saving 
in the borrower, who could be turned into a supplier of capital. 

It was not long before the “Morris Plan” caught on like wildfire. 
Morris Plan banks sprang up all over the country. Together with the 
Studebaker Co., Morris pioneered auto sales finance. 

By the late Twenties it was clear that consumer credit was here 
to stay. The commercial banks quickly had a change of heart and 
eagerly sought Morris’ help in setting up similar operations. 

Consumer bank credit was now respectable. But the Morris Plan 
had played its role in history. With the passage of the Banking Act of 
1933, virtually all commercial banks began to enter the field. Morris 
Plan banks were forced to convert to normal banking operations. But 
the Plan sparked a movement that has vastly increased the buying 
power of every American. 


international ropes. Liberian Trust 


close to $1 million. It is today as- 
sessed at $5 million and last year 


Olmsted did not rest there. He 
launched a series of ventures, all 
small in themselves but each contrib- 
uting to the leverage inherent in his 
property. In 1956 he set up a wholly 
owned subsidiary named Officers Fi- 
nance Plan which last year made 
some $6 million worth of short-term 
loans to military personnel. In the 
Dominican Republic, Olmsted set up 
a “free port” operation in Ciudad 
Trujillo, opened a series of shops to 
sell tax-free goods. 

Slicing Off Financial General. By 1957 
the gross assets of the International 
Bank, the equity in unconsolidated 
subsidiaries and unrealized appreci- 
ation had more than doubled to $6.6 
million. By this year, they had quad- 
rupled to the current $25 million 
Fast growth that, by any standards 
As the profits and assets mounted, 
Olmsted looked for new ways to lev- 
erage his assets. 

In 1958 the International Bank 
raised $4 million by sale of convert- 
ible debentures and Olmsted used 
the money to buy a substantial block 
of Financial General and Equity Corp. 
stock, which had originally been put 
together to foil the raid on Milton. 
Later, Milton spun off some 76° of 
Equity’s 68% holding in Financial 
General, thus putting effective con- 
trol of Financial General and its $53.7 
million in assets into Olmsted's 
hands. “Milton wanted to concen- 
trate on the industrial side of Equity’s 
operations,” explains Olmsted, “so 
we sliced off Financial General.” 

Even that wasn’t leverage enough 
for Olmsted. Right off the bat he 
set out to enlarge Financial General. 
With a bank loan he paid some $5 
million for 22° of the stock of Atlas 
Plywood, then a corporate shell. And 
last month Olmsted snapped up two 
banks worth more than $38 million 
in assets. 

Battered Brief Case. At heart, Olm- 
sted is no operating man. Finance 
pure and simple is his first love. He 
does make it a point to sit on the 
board of most of the companies he is 
interested in and carries about with 
him on his extensive travels a bat- 
tered briefcase full of balance sheet 
statistics. But it is the dealing and 
not the operating that primarily in- 
terests him. “I’m not interested in 
yield,” he says, “only in capital ap- 
preciation.” 

Where his pursuit of capital gains 
will take him next, Olmsted refuses 
to predict. One thing, however, is 
sure: as capital continues to accumu- 
late in his dozens of corporate treas- 
uries, Olmsted will be looking for 
new ways to put it to work. “We are 
just beginning to build the Interna- 
tional Bank,” says he. 
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FINANCE 


THE MONEY EVANGELIST 


Without even an office in Manhattan’s financial district, 
Minneapolis-based Investors Diversified Services has 
taught Wall Street a few tricks about selling securities. 


Watt Street, grown sleek and pros- 
perous on 11 years of bull markets, 
has been at least mildly discomfited 
of late by a series of days when trad- 
ing volume has often dropped below 
3 million shares. The great securities 
buying boom, if not run out of steam, 
has certainly slowed down. Cus- 
tomers’ men have time to visit the 
water cooler again. 

But 1,018 miles from Wall Street 
in the center of Minneapolis, W. 
Grady Clark, president of Investors 
Diversified Services, Inc., was feeling 
no signs of the slowdown. On any 
average weekday last month, Clark, 
a soft-spoken, grey-haired man of 63, 
could almost hear the solid clink of 
$4.5 million flowing into his head- 
quarters—an incredible $562,000 a 
working hour; almost $10,000 a min- 
ute. Even after disbursements there 
remained a cash flow of $2.9 million 
every working day to be invested by 
IDS’ 80-man securities department 
and its mortgage experts. 

The magnet for all this money, IDS, 
is a highly intricate financial complex 
consisting primarily of five mutual 
funds, a face certificate issuing com- 
pany and a fledgling insurance firm. 
This month total net assets under IDS 
management passed the $4-billion 
mark. IDS now stood among the 
country’s top ten financial institutions 
and was still climbing fast. 

No Hint of Affluence. IDS, as any 
follower of the financial pages well 
knows, is controlled by Alleghany 
Corp., which holds 47.6% of its voting 


stock. IDS is, in fact, Alleghany’s 
prize possession. But it gave little 
hint of this future affluence when 
spotted in 1947 by the late Robert R. 
Young, former New York Central and 
Alleghany Corp. head. Costing a mere 
$1.8 million, Young’s purchase must 
rank as one of the shrewdest deals 
of the postwar era. Today Alleghany’s 
IDS holdings have a market value of 
$93.6 million. 

How did IDS grow so fast to such 
giant stature? Farm-born Grady 
Clark, who enjoys tweaking Wall 
Street’s nose, likes to remind visitors 
that he, not some Wall Streeter, 
coined the phrase about “bringing 
Wall Street to Main Street.” But, 
whoever gets credit for the phrase, 
IDS has done exactly what the phrase 
describes. 

Beating the Bushes. Every day 3,378 
IDS salesmen knock on doors all over 
America selling IDS mutual funds, 
face amount certificates and life in- 
surance. Over three-quarters of them 
work in small cities, rural areas and 
outlying suburbs—indeed, on Main 
Street, America. 

Last year they sold $352 million 
worth of IDS mutual funds (includ- 
ing reinvested dividends), 17% of 
all mutual fund sales made in the 
country. Currently they are selling 
mutual funds at a rate of $1.3 million 
every working day. In 1960 they also 
sold $263 million in certificates and 
$248 million in life insurance. Though 
Investors Syndicate Life Insurance 
and Annuity Co. was formed but four 





BIG MONEY MANAGER 








now past the $4 billion 


Billions of Dollars 


Minneapolis’ Investors Diversified Services manages total assets 
mark—as 
$1 billion a decade ago. The bulk of this impressive 
growth has come from mutual fund sales. 
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years ago sales are up 300% over 195' 
and Grady Clark expects to hit the 
$1-billion mark in sales by Decem- 
ber 1962. 

To the inhabitants of rural and 
small town America, many of whom 
have only heard of mutual funds and 
believe stocks are for rich people, 
the IDS salesmen offer five different 
funds, each designed to fill a different 
need or whet a particular appetite. 
Foremost among the five is Investors 
Mutual, a balanced fund with reason- 
able income and preservation of capi- 
tal as its goals. Formed in 1940, the 
first of the five, today Investors Mu- 
tual, with assets of $1.8 billion and 
325,704 shareholder accounts, is the 
U.S.” largest investment company. 

Investors Stock Fund (assets: $941 
million) is a common stock fund. In- 
vestors Selective Fund (assets: $30 
million) is the “widows and orphans 
fund” designed for safety and sta- 
bility. Investors Variable Payment 
Fund (assets: $245 million) is a com- 
mon stock fund emphasizing long 
term growth. Investors Group Cana- 
dian Fund Ltd. (assets: $105 million) 
is the largest Canadian fund distrib- 
uted in the United States. 

Why So Popular? The overwhelm- 
ing popularity of IDS mutual funds 
cannot be explained in terms of per- 
formance. None have outdistanced 
their competitors in profit-making. 
the Forses (“1961 Mutual Fund Re- 
port,” Aug. 15) rating of mutual funds 
shows them to be only average per- 
formers. They aren’t widely publi- 
cized. In fact, it was only last July 
that IDS fund prices began to be 
quoted in the newspapers. 

Nor are they “cheaper” than many 
mutuals. The distribution charge or 
“load” is 742%, the management fee 
is one-half of 1%. These two charges 
are the major sources of profit for 
IDS, which manages the assets from 
all its companies. In 1960 IDS showed 
a gross profit of $50.8 million of which 
$28.1 million came from load charges 
and $13.9 from management fees. 

The reasons for IDS’ success lie 
rather in some unique features of 
their sales organization. For one thing 
only eight of the nation’s some 
250 mutual funds have distributing 
organizations with captive sales 
forces, that is salesmen who work 
exclusively and full time for them. 
The majority of funds must rely 
on dealers and brokers scattered 
about the country, who spread their 
efforts over a wide variety of funds 


39 





HARSHAW 
CHEMICALS 


Harshaw Synthetic Crystals 


and 


the space age 


are not only being used to explore the vagaries of space, but 
these same crystals are probing deep into the core of the earth. 

In one case, a Harshaw Scintillation Crystal was sent aloft 
in a balloon to the highest altitude ever reached by a lighter 
than air craft. The crystal was used in an instrument to measure 
radiation in the upper reaches of the atmosphere. 

The other crystal was lowered into an oil well to a depth 
heretofore unexplored. Here again, the crystal was used in 
a detection mechanism to explore the types of rock formation 


by radiation. 


Harshaw’s Synthetic Crystals are continually being used in 
new areas. The Synthetic Crystal Division is one of the 
divisions of Harshaw devoted to the advance of science and 
industry through the use of chemicals. 


y ae. ™ 1945 EAST 97th STREET 


THE HARSHAW CHEMICAL COMPANY 


HARSHAW 


CLEVELAND, OHIO 


Product Manufacturing Divisions: FLUORIDE + OPTICAL CRYSTAL - 
ELECTROPLATING + PIGMENT + DYES AND FINE CHEMICALS + CATALYST « 


METALLIC SOAPS + CERAMIC COLORS 


a? 





FOR ANY OFFICE BY KAGE | 


This complete new line makes conventional 
offices look modern, looks just right in con- 
temporary offices. Improves efficiency of the 
whole office force because each member sits 
just right, feels just right. Seurdy construction 
with wide choice of fabrics insures years of 
trouble-free service. 


Designed by Lute Wassmann of Klein- 
Wassmann Design Co., Chicago, the execu- 
tive posture chair shown above is one of Rest- 
1ll's new line of really modern office chairs. 











FINDS COLORADO 


e Companies “prospecting 
for plant sites”...find rich 
new benefits in Colorado. 
Pleasant Living, a product 
of Colorado’s magic cli- 
mate attracts and holds 
the most competent per- 
sonnel. Industry’s west- 
ward migration has made 
Colorado the transporta- 
tion hub serving the vast 
new markets west of the 
Mississippi. “Site-see” 
Colorado now...right at 
your desk. 


SEND FOR FREE EXECUTIVE PORTFOLIO 
“INDUSTRIAL COLORADO.” Newly completed 
9-booklet portfolio on Colorado’s industrial 
sites, assets, opportunities and weekend vacation 
wonderland. All inquiries held confidential. 


COLORADO 


DEPARTMENT OF DEVELOPMENT 


61 State Capitol 


Denver 2, Colorado 














IDS’ GRADY CLARK: 


he doesn’t want economists 


While many mutual funds have given 


serious consideration to forming their 
own sales forces, doing so might cost 
them more business than it would 
gain. Reason: brokers who placed 
orders for them in the past might start 
steering their clients into other funds. 

IDS has only two close competi- 
tors in its field: Waddell & Reed who 
sell United Funds, Inc.; and King 
Merritt & Co., which handles Institu- 
tional Income Fund, Inc. King Merritt, 
of King Merritt & Co. is a former IDS 
executive whom some credit with put- 
ting IDS’ sales force back on its feet 
after the war. He left IDS in 1946. But 
both competitors have only about half 
IDS’ sales staff and King Merritt sells 
other funds besides its own. 

Whether IDS’ captive sales force 
was a brilliant decision or a matter of 
chance is open to question. Dis- 
gruntled competitors refuse to give 
IDS much credit. A president of a 
leading fund remarked tartly, “IDS 
was just lucky. They had a pretty 
good bunch of salesmen out beating 
the sticks selling face certificates 
when funds became popular.” But 
the fact remains that Grady Clark 
was smart enough to stay out of the 
brokerage houses and stay with his 
winning system. 

Johnny on the Spot. And, of course, 


| IDS’ sales force was in the right spot 


at the right time, primed to sell mutual 
funds in a virgin territory. The expla- 


| nation lies in IDS’ history. The com- 


pany was formed in 1894 by John E. 
Tappan, an astute Minneapolis lawyer. 


| Tappan felt that after the panic of 


1893, when so many banks folded, 


| small depositors would welcome a 


new forced savings plan that carried 

with it the promise of conservative 

investment of a customer’s money. 
Tappan’s salesmen fanned out into 
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SIZE 15 SHOES 


.FOR TIP-TOEING 
TWENTY TONS 
THROUGH | 
TRAFFIC 





New Rockwell-Standard STOPMASTER Brake 


The trend towards increased vehicle weight, horsepower 
and axle loading is demanding better truck brakes and 


brake systems . . . new standards for better vehicle con- 
trol, greater safety and dependability. 

Now comes the new Rockwell-Standard Stopmaster 
—an entirely new concept in brakes—to meet these de- 
mands and fulfill the truck industry’s need for a more 
efficient, more dependable brake. Exhaustive road and 
laboratory tests have proven the superiority and ex- 


22 U.S. plants of Rockwell-Standard Corp 





manufacture these famous products - 


traordinary features of this brake. They include: cooler 
operating temperatures, longer drum and lining life, 
less weight, faster, surer stops, less maintenance. 

The remarkable new Stopmaster Brake is another 
outstanding product of Rockwell-Standard engineering, 
research and development... another contribution to 
the fields Rockwell-Standard serves so well—trans- 
portation, construction, agriculture, petroleum, general 
industry and government. 


TIMKEN-DETROIT® AXLES + HYDRA-DRIVE® TRANSMIS- 


SIONS + GARY® GRATING + BLOOD BROTHERS® UNIVERSAL JOINTS - BOSSERT® STAMPINGS - AERO COMMANDER® AIRCRAFT + AIR-MAZE® 


FILTERS + KERRIGAN® LIGHTING STANDARDS. Pius these other Rockwell-Standard® products: AUTOMOTIVE BUMPERS - 


AUTOMOTIVE SEATING 


LEAF AND COIL SPRINGS + BRAKES + FORGINGS 
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small communities selling face amount 
certificates. The company agreed to 
pay the face amount of the certificate 
at a future date, anywhere from six 
to 20 years, if the buyer made regular 
installment payments. There were 
penalties for cashing in early. Today 
IDS still sells the same type certifi- 
cate, except top interest is 242% not 
7%. 

A Middling Success. By 1929 com- 
pany assets were $29 million, only a 
middling success. The Depression 
nearly wiped little IDS out. Its high 
certificates were based on 
6% and 7% mortgages. As foreclo- 
sures increased they were on shaky 
ground. 

It was joyfully, then, that IDS, with 
passage of the Investment Company 
Act in 1940, went into mutual funds. 
Its sales force was fairly large 
(2,150), and trained in selling to 
small town America. Mutual funds, 
however, were not an overnight suc- 
cess. Bertin C. Gamble of Gamble- 
Skogmo, the auto supply stores, was 


| able to pick up IDS for $500,000 in 


1945. Four years later, Robert Young 


bought IDS from Gamble. 


Customer Is King. In 1947 Grady 
Clark became vice president and gen- 
eral sales manager of IDS. Born on a 
farm near Lewisburg, Tenn., Clark 
went to Vanderbilt University. After 
12 years in the real-estate business he 
joined IDS as a salesman in Alabama. 
From the start he was a natural, mov- 
ing rapidly up the sales ladder. As 
general sales manager he set about 
building the huge money-making ma- 
chine that is the sales force today. 

Grady Clark, however, likes to 
claim that his customers are his best 
salesmen. A satisfied customer can 
provide “referrals” and referrals are 
the key to sales. A referral is the 
name of a person, usually a friend or 
neighbor, given an IDS salesman by a 
satisfied customer. No IDS salesman 
would be caught dead without a batch 


| of referral cards in his pocket. On the 


card there are spaces for the customer 
to write a friend’s name and his 
own signature. 

Under the salesman’s name on the 
card is this sage advice: “He offers 
an opportunity which I believe you 
will find well worth considering.” Ac- 
cording to Clark: “About 80% of our 
business in any year consists of old 
customers rebuying, or their referrals. 


| Only 20% represents digging up new 
| or cold customers.” 


| whether a 


Tough Recruiter. Selection and train- 
ing of salesmen is a deadly serious 
Solid, cigar-chomping Bill 
Boscow, head of sales, insists on a 
battery of scientific tests to determine 


business. 


recruit is emotionally 
equipped to meet the public. The per- 


Sources of 
Revenue and 
Expenses 
For iDS 

in 1960 
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sonality curve of the applicant, as 
determined from the tests, is com- 
pared with those of IDS’ most suc- 
cessful salesmen. 

Even a candidate’s family is looked 
over. Observes Boscow: “We don’t 
want the economist. We teach our men 
that they are not investment coun- 
selors, but intermediaries between the 
public and our investment depart- 
ment. We're searching for the aver- 
age, wholesome guy who likes deal- 
ing with people and deep down inside 
believes that he is helping each and 
every customer solve his financial 
problems.” 

The average salesman hired is 37 
years old. He is most likely to come 
from a small community since he is 
often recruited by an IDS salesman 
living in that area. Most have had 
previous selling experience. Many 
were small businessmen or teachers. 

IDS salesmen are well but not richly 
rewarded. They work on commission 
only, and half of all IDS salesmen with 
two years experience made over 
$8,000 in 1960. Half of the 240 dis- 
trict managers earned over $15,000. 
There are a few top salesmen who 
make as much as $60,000. Bill Hansen, 
New York manager of IDS explains 
the company’s ideas on_ selling: 
“Sometimes if a man isn’t making 
enough money, we suggest that he 
leave. We want our men to 
at least $1,000 a month.” 

Country Slicker. There are, inevi- 
tably, some weaknesses in IDS’ sales 
force. Walter Benedick, president of 
Investors Planning Corp. of America, 


make 
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Out of thin air 


... growth power 


for America 


Collier Carbon and Chemical Corpora- 
tion—a Union Oil subsidiary—literally 
creates business out of thin air. 


For among its products are vital plant 
foods containing nitrogen, a part of the 
air you breathe. Practically no vegetation 
can exist without it. 


From natural organic fertilizers, how- 
ever, the supply of nitrogen is no longer 
adequate to provide for man’s growing 
needs. Most plants cannot get it directly 
from the air. Collier can. 


Today, by converting atmospheric 
nitrogen, we are able to replenish the 
plant food required by bumper crops. 


Collier’s fertilizers, used in a planned 
program, can produce an estimated $4 to 
$8 return for every dollar a farmer invests 
More than that, these vital foods are 
rejuvenating soil that was “worn out.” 
One acre today can produce what two 
did fifteen years ago. 

Miracle fertilizers, versatile carbon 
products and industrial chemicals such 
as naphthalene—all these are part of 
Collier’s portfolio. They contribute to 


your way of life and to Union’s vitality. 


Today, behind each of the 84 mil- 
lion shares of Union Oil stock, there 
are more than 60 barrels of liquid 
petroleum reserves...more than 
400,000 cubic feet of natural gas 
reserves...large investments in re- 
finery, transportation and market 
facilities...large investments, too, 
in research laboratories and petro- 
chemical plants. 


With such diversification, we feel more 
than equal to the challenge of the future. 
YOUR COMMENTS INVITED. Write: Chairman of 


the Board, Union Oil Company, Union Oil 
Center, Los Angeles 17, California. 


Union Oil Company i qithtianall 


THE WEST'S MOST EXPERIENCED GASOLINE REFINER 


ForBES, OCTOBER 15, 1961 





a sales group for many mutual funds, ° 


voices one heard fairly frequently: 
“While I have admired their success 
in smaller communities, they haven't 
succeeded as well in the large metro- 
politan areas.” 

Bill Boscow is well aware of this 
problem. Waterloo, Iowa has only four 
more salesmen than Newark, N.J.; yet 
in the past eight months, sales were 
$5.7 million in Waterloo and only $4.4 
million in far more populous Newark. 
Grady Clark realizes that his tech- 
nique is not so well suited to metro- 
politan areas. “People in the large 
cities don’t seem to know their neigh- 
bors or have as many friends as folks 
in the smaller places,” says he, “and 
if you haven't got many friends, you 
can't give many referrals.” In any 
case, IDS does not have a single sales 
office in New York City today. The 
two offices closest to Wall Street are 
in Mount Vernon, N.Y., and Garden 
City, Long Island. 


Big Brokerage Fee. Because of its 


“YOU NEVER 
SAW'M So BiG 


size, IDS faces many problems. One 
of the most ticklish is awarding its 
brokerage business, estimated to gen- 
erate annual commissions of about $3.6 
million. The SEC is particularly alert 
for signs of favoritism on the part of 
large financial institutions. Conse- 
quently IDS uses some 150 brokerage 
houses and is most careful in award- 
ing its business. But this problem is 
considerably less ticklish for IDS than 
it is for most other mutual funds. The 
reason is simple: IDS, thanks to its 
ubiquitous sales force, does not de- 
pend on the brokers for its sales. 

For this and many other reasons, 
Grady Clark confidently expects to go 
on beating Wall Street at its own 
game. He thinks IDS should have $10 
billion in assets by 1967—a gain of 
150% in six years. “Why not?” asks 
he rhetorically. “We start with over 
a million customers in every crack 
and corner of the country. That’s a 
lot of referrals and they're not on 
Wall Street either.” 


YOu NEVER >) 


Give Harry and David's famous, exclusive 


Royal Riviera Pears’ 


he juiciest Christmas gift! Not in stores. You eat these gorgeous whoppers with 
a spoon. Beautifully boxed and with your personal greeting. A perfect-taste 
gift for anyone from Aunt Minnie to Uncle Moneybags. Talk about thanks!— 
you'll never hear the last of it. Perfect delivery guaranteed. We never have 


enough to go ‘round, so order early! 


GIFT BOX NO. 1 (shown) 


ppd $435 


(10 to 14 huge pears, a great favorite) 
GIFT BOX NO. 2 (16-20 whoppers) 
(Our biggest bargain!) 

GIFT BOX NO. 3 (20-25 smaller pears) 
(Family Gift Box—swell for 2nd helpings) 
EASY TO ORDER: Send list of names olus checkorM.O. 
(No charges or C.O.D.’s), tell us how to sign greetings. 


Box 3330, Medford, Oregon 
*©@® 1961 Had 


ppd $535 
ppd $515 


FERTILIZERS 


HIS OWN 
BACK YARD 


Instead of flirting with 
“glamour” industries, Tom 
Ware busied himself with 
making IMC’s basic business 
more profitable. Results to 
date: most impressive. 





“WHEN I took over IMC,” says Thomas 
M. Ware, president of International 
Minerals & Chemical Corp.,* “I wanted 
to find a way to put some sparkle and 
sex appeal into this company. There 
were a lot of well-meaning people 
who were very helpful. Some even 
suggested electronics.” But Tom Ware 
decided that the dependable but low- 
profit potash mining business could 
also be made to sparkle. 

Ware’s basic strategy was simply to 
apply modern technology to his some- 
what backward mines. IMC’s big 
potash mine at Carlsbad, N. Mex., had 
long run through its higher-grade re- 
serves, and it was costing more and 
more to bring the potash to the sur- 
face by the old methods. 

Sore, Not Green, Thumb. One item 
in his budget, for example, that stuck 
out like a sore thumb was “down- 
time,” the amount of productive time 
lost because of the repairs and main- 
tenance needed for the complex min- 
ing machinery. Ware immediately got 
his research men to figure out a way 
to keep the mines in good condition 
with a minimum amount of “down- 
time.” He succeeded remarkably well. 
Last year, despite the low ore grade at 
Carlsbad, actual production there rose 
5% to 10%. And at the phosphate 
mines in Florida it was up 30% to 35°, 

Thus, Tom Ware had good news for 
IMC’s 15,743 shareholders last month 
Sales for fiscal 1961 were up 5% to 
$131.8 million and earnings rose 7°, 
to a record $8.1 million. 

As for the problem of insufficient 
high-grade potash, Ware expects to 
have that beaten soon. Deep in the 
Saskatchewan prairies IMC is dig- 
ging for one of the biggest potash re- 
serves in North America. And last 
month with less than half way to go, 
it looked as if Ware would soon be 
reaping a big profit harvest from this 
potash which is twice the grade of 
Carlsbad’s. “Everything is right on 
schedule in Saskatchewan for the late 
spring planting season,’ said Ware 
happily. 

*International Minerals & Chemical Corp 
Traded NYSE. Recent price: 5312. Price range 
(1961): high, 5342; low, 34. Dividend (fiscal 
1961) : $1.60. Indicated fiscal 1962 payout: $1.60 


Earnings per share (fiscal 1961): $3.07. Total 
assets: $151.8 million. Ticker symbol: IGL 
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THE MARKET OUTLOOK 


Change 


EVERYONE wants the illusive some- 
thing called “security.” Some attempt 
to achieve their financial peace of 
mind through savings and seniority, 
others through investment and specu- 
lation. But no matter what the modus 
operandi, one fact can’t be denied: 
Just as there is no security in life 
itself, so there is none in the stock 
market. To me, the reason is quite 
simple: Just as death and taxes are 
the only certainties in life, so “change” 
is the only certainty in corporate 
affairs. 

Change—a little word which I think 
has a big meaning—has been evident 
on many fronts this year. For exam- 
ple, America’s security-buying habits 
are entirely different than they were 
in past years and the complexion of 
today’s portfolios is a far cry from 
that of five or ten years ago. Con- 
centration has become a better word 
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by SIDNEY B, LURIE 


than diversifica- 
tion—and for one 
reason: Our econ- 
omy is different 
than it was five or 
ten years ago. The 
success stories are 
fewer and more 
pronounced and 
some traditional 
tering. 

Why? Consumer spending for serv- 
ices has become the fastest growing 
section of our economy. There’s been 
a perfectly enormous increase in our 
expenditures for education, hospital 
and medical care, travel, credit, etc. 
In turn, this divergence within our 
economy has meant a new and differ- 
ent kind of prosperity. 

But it’s dangerous to apply this 
generalization regarding the new look 
to our economy too loosely in the mar- 


industries are fal- 


ket. For example, it doesn’t neces- 
sarily mean that there will be a con- 
tinuing lag in the more traditional 
industries. Actually, I anticipate a 
much more well-rounded economy 
this winter and next spring. Durable 
goods output, for example, should 
take a new lease on life, and not just 
in autos or the booming demand for 
coin-operated dry cleaning equip- 
ment. There are other bright spots: 
farm equipment, meat packing, etc. 
As I've often observed, prosperity is 
not the sole prerogative of the book 
or cosmetic businesses. 

The reason I emphasize this point 
is that it’s easy to exaggerate the fact 
that last spring’s growth stock buyer 
lately has been feeling a little like 
the forgotten man. Sure, many secu- 
rity buyers have belatedly discovered 
that some supposedly romantic busi- 
nesses, such as titanium and magne- 
sium, actually have been in declining 
trends in recent years. Or that indus- 
try growth doesn’t necessarily mean 
constantly increasing profits for share- 
holders. Air conditioning and alumi- 
num are prime examples. 


45 





To me, however, the more impor- 
tant question is whether the test of 
the growth stock concept is still in 
progress. In this connection, I think 
the over-all pressure resulting from 

FAMILY individual issue reappraisal probably 
FINANCE ~ | has been largely completed—at least 
beat tes - for 1961. This doesn’t mean that all 
growth stocks will return to their 
former popularity. Many won't. But 
I suspect that one barrier to over-all 
market progress has been hurdled. 
Apropos my turn-of-the-month ref- 


HIGHLIGHTS OF OUR 
‘. erence to the semiconductor business, 
THIRTY-FOURTH YEAR OF SERVICE one of my industry friends makes the 


: point that there’s a difference between 
During each week of our thirty-fourth year of service more than eleven the “mass producers” and the “tech- 


thousand families let Family Finance help them solve pressing finan- nological companies.” At the present 
cial problems. time, a number of semiconductors 
The increase in the total number of operating offices to 364 has been have reached the stage of automatic 


coupled with corresponding increases in total volume, outstanding 
receivables, income, earnings and in number of loans. This is indicative 
that—despite its conservative policy—Family continues its steady, stable 
pattern of successful growth and fulfillment of its responsibility to the 


public it serves. 


HIGHLIGHTS OF 1961 


OPERATIONS 
Total Loans Made 


Number of Loans Made 


Average Loan Made 


Notes Receivable at Year End 
Average Loan Balance 


June 30, 1961 
$281,826,260 
§90,572 

477 
$180,256,044 
399 


Number of Employees................. 2,337 


Number of Offices.... 


364 


EARNINGS AND DIVIDENDS 


Revenue...... kaa RACES Aaa aa Ok 


Operating Expenses 
Taxes on Income 


Earnings for Common Stock 


Shares of Common Stock 
Earnings Per Share... ee re 
Dividends Paid Per Share.............. 


$ 41,643,438 
$ 22,753,128 
5,690,000 
6,899,586 
2,334,268 
2.96 

1.60 


Copy of 1961 Annual Report available on request 


FAMILY FINANCE CORPORATION 


201 W. FOURTEENTH STREET 
WILMINGTON 99, DELAWARE 
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Dividend Notice 
The Board of Directors of Northern 
Pacific Railway Company today de- 
clared a quarterly dividend of 55 cents 
per share on the outstanding capital 
stock of the Company, payable on 
Oct. 31, 1961, to holders of record at 
the close of business on Oct. 10, 1961. 


A. M. GOTTSCHALD 
September 28, 1961 Secretary 
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PHILADELPHIA ELECTRIC 
| COMPANY 


| CD svidend Votice 


Dividends on all series of pre- 
ferred stock have been declared, 
payable November 1, 1961, to 
stockholders of record at the 
close of business on October 10. 
These dividends amount to $1.17 
a share on the 4.68 \ Series, $1.10 
a share on the 4.4% Series, 
$1.0744 a share on the 4.3% 
Series, and 95 cents a share on 
the 3.8% Series. Checks will 
be mailed. 





6. W. MILLER 


Treasurer 
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production, which means that they 
have become a readily available com- 
modity. As a result, the price war 
has been confined to the mass produc- 
tion items. But the rate of techno- 
logical change is still great and it’s 
said that more than 60% of the de- 
vices currently on the market will be 
made obsolete by developments at 
the laboratory level. Another friend 
strongly supports my view that the 
worst of the price cutting is over (all 
do, as a matter of fact) and observes 
that the change will become particu- 
larly apparent in the fourth quarter. 
The pickup in our defense program 
has not yet reached the point where 
it’s spreading from the manufacturers 
of devices and systems to the parts 
makers. 

Despite this reassurance, I empha- 
size that it will take time for the in- 
dustry to build a new market image 
and outlive unpleasant memories. In 
addition, the market will be much 
more selective and discriminating in 
its choice of companies. The price/- 
earnings multiple will be lower, fon 
earnings growth has_ slowed. I 
wouldn’t, however, worry about tax 
selling. Most of this has already taken 
place “involuntarily.” 

It’s also important to remember 
that some companies are being mis- 
takenly tarred with the semiconduc- 
tor industry’s troubles. Microwave 
Associates (around 34) is an excellent 
illustration of the point. Sales for the 
year ended Sept. 30 should be around 
$10.5 million vs. 1960’s $8.7 million and 
earnings per share should be in the 
75e area. With the backlog double 
that of a year ago, I believe the new 
fiscal year could return sales of $14 
million with $1 per share earnings 
potential. The explanation for the 
bucking of the industry trend of this 
brilliantly managed company is quite 
simple: It’s a specialist, a company 
which emphasizes technology rather 

(CONTINUED ON PAGE 61) 
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Special Offer 


SUMMARY OF ADVIC 
FOR 1962 


On 1000 Stocks in 59 Industries 
Plus 50 Special Situations 


There are well-grounded reasons to expect 
that the next 12 months will be rewarding to in- 
vestors who adhere to objective standards of 
evaluating stocks—despite the fact that many in- 
dividual stocks and industries are in for difficult 
times. 


To identify those stocks which are now rea- 
sonably priced and therefore most likely to outper- 
form the market as a whole, send for Value Line’s 
new SUMMARY of all forecasts for the coming 
year ...for each of 1050 stocks under regular and 
continuous review! 


You will receive all the new Value Line Rank- 
ings—which group these 1050 stocks by expected 
performance over the next 12 months and over the 
next 3 to 5 years. 


As a matter of record, the extent to which the 
stocks in the highest-ranking group (Group I) 
have outperformed those in the lowest-ranking 
group (Group V) is a source of great pride to 
Value Line—and extraordinary value to its sub- 
scribers. (The comprehensive record of results will 
be submitted to you.) 


In view of what has just taken place in the 
stock market, use the SUMMARY to check every 
leading stock in which you are interested—im- 
mediately and all at the same time. See how each 
one now ranks for (a) Probable Market Perform- 
ance in the Next 12 Months, (b) Safety, (c) In- 
come and (d) 3- to 5-Year Growth Potential. 
(These Rankings are provided only by the Value 
Line Survey.) 


Here in one convenient SUMMARY you will 
have the conclusions reached in the full 1400-page 
Value Line Survey. With these ADVICES you can 
now choose the best values on the basis of objective 
and current research. 


GUEST COPIES AVAILABLE 


To help you invest more profitably in the next 
twelve months, we will send you a guest copy not 


only of this new SUMMARY OF ADVICES, but 
also the other Reports listed below—all in con- 
junction with a special Guest Subscription: 


THE SUMMARY OF ADVICES FOR 
1962 (as above). 


80 FULL-PAGE REPORTS on selected 
stocks in key industries. 


Arnold Bernhard’s new book “THE 
EVALUATION OF COMMON STOCKS” 
(regular $3.95 clothbound edition pub- 
lished by Simon & Schuster). 


And for the special “guest” price of only $5 
you will receive (a) the next 4 weekly Editions of 
the Value Line Survey with full page reports on 
each of 300 additional stocks, (bh) a new Special 
Situation Recommendation, (c) Four “Especially 
Recommended Stock-of-the-Week” Reports, (d) 
Business and Stock Market Prospects (weekly), 
(e) List of Selected Stocks to Buy and Hold now 
(weekly), (f) the Value Line Business Forecaster 
(weekly), (g) “What the Mutual Funds Are 
Buying and Selling,” (h) “What Company Officers 
and Directors Are Buying and Selling” (weekly), 
(i) Weekly Supplements, (j) Four Weekly Sum- 
mary-Indexes including all changes in rankings to 
date of publication. 


To take advantage of this Special Offer, 
fill out and mail coupon below 


Name 
Add) ess 
City 


Zone State 





Send $5 to Dept. FB-187L 


THE VALUE LINE 


INVESTMENT SURVEY 


Published by ARNOLD BERNHARD & CO., Inc 
The Value Line Survey Building 
5 East 44th Street, New York 17, N. Y. 











SHOULD YOU 


SELL 


THESE STOCKS 


Babson’s Research Department 
supervises the securities of over 
1400 companies for regular 
clients. As an introduction to 
our Personal investment Serv- 
ice, we will send you FREE 
5 Reports from the list below. 
Check your preference and mail 
this ad today! 


Brunswick Corp 
Alleghany Corp. 
NAFI Corp 
Fairbanks Whitney 
Glen Alden Corp. 
Ampex Corp. 
Smith-Corona 
Howe Sound 

Std. Kollsman 
Amer. Radiator 


Servel 

General Electric 
Universal Match 
Allied Mills 
Beatrice Foods 
United Artists 
Reynolds Metals 
Int. Tel & Tel 
Freeport Sulphur 
Amer. Can 


BABSON’S 
REPORTS Inc. 


Wellesley Hills 81, Mass. DEPT. F-128 


NAME 





ADDRESS_ 








EARNINGS 


OPEN YOUR ACCOUNT NOW 


SAVE BY MAIL + AIR POSTAGE PAID BOTH WAYS 


% Each account insured to $10,000 by U.S. 
Government agency, Washington, D.C. 


Resources over $130 million 


Reserves over $11 million, more than TWICE 
legal requirements 


Legal for pension, trust, church, guardianship, 
foundation and corporate funds 


Perfect record of withdrawals and interest 
payments since our founding in 1885 


Funds postmarked by 10th of month earn 
interest from Ist 


MAIL CHECK TO OPEN ACCOUNT 


HOME MUTUAL 
SAVINGS 


AND LOAN ASSOCIATION 
DEPT. L-20, 120 KEARNY ST., SAN FRANCISCO, CALIF. 


MEMBER FEDERAL HOME LOAN BANK 
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MARKET COMMENT 


by L. O. HOOPER 


Why No Faster Inflation Now? 


Investors who have bought stocks 
recently on the assumption that the 
DJ industrials “must go to 1,000” 
because of inflation must be a little 
puzzled. Government figures show 
that commodity prices, and even the 
cost-of-living index, are staying about 
even. There is no evidence that the 
public is buying now in fear of higher 
prices in the future. Even in the stock 
market, ever since last April, more 
stocks have been going down than 
have been going up. 

To have inflation, the classic con- 
cept is that there must be an over- 
supply of money and an under-supply 
of goods and services. To be sure, 
there is more money, although far 
from a plethora of it. But there cer- 
tainly is no shortage of goods, and 
Washington insists that there is a 
chronic unemployment—which is an- 
other way of saying there is an over- 
supply of labor (services). 

If there were a shortage of food, 
there would be no farm problem. If 
there were a shortage of shelter, there 
would not be 2 million unrented or 
unsold homes. If there were a short- 
age of household appliances, the buy- 
er would not be able to obtain them at 
a discount below “suggested” prices. 
There’s no shortage of automobiles. 
The steel industry is operating at 
about 70% capacity, because it can’t 
sell more steel than that. People are 
not pushing up prices by buying 
things they don’t need, because they 
can buy anything they want without 
putting pressure on prices. In many 
areas, including certain types of steel, 
electronic components, textiles and 
other things, producers abroad are 
willing to sell us things at less than 
going prices in this country. 

And what about this “federal spend- 
ing’? Here again, as the Government 
spends defense money it finds enough 
of everything it wants to buy, and 
enough without depriving the civilian 
economy of anything except the mon- 
ey it exacts in taxes. 

Just what would happen to busi- 
ness, to the economy and to earnings 
if there were no “cold war”? 

So I suggest that investors and 
traders take all this bullishness on 
stocks based on fear (or hope?) of 
inflation with a grain of salt. For a 


long time there has been more infla- 
| tion in the stock market than in any 
| other segment of the economy. 


The stock market, it often is for- 
gotten, is about the only really “free” 


market left. In most other areas 


of price making, 
there is some 
type of interfer- 
ence with supply 
and demand. 
States manipulate 
the price of oil by 
regulating allow- 
able production. Washington has a 
farm program aimed at higher food 
prices. To a considerable extent, cop- 
per and steel prices are “adminis- 
tered.” There’s no such thing as a 
“free market” for labor; the unions 
take care of that. On the other hand, 
buyers and sellers, without let or hin- 
drance, can do almost anything they 
wish to do in the stock market—so 
long as they don’t manipulate prices, 
or cause them to be “not free.” No 
other market is as entirely controlled 
by the old law of supply and demand. 

As I see it, this is a “trading range” 
stock market. It has been deteriorat- 
ing slowly since the big boom in the 
glamour stocks culminated last spring. 
More stocks are going down than are 
going up, but some stocks still are 
going up. I have an idea that between 
now and the end of the year the trend 
will be a little better than it was in 
September; but I am guessing that 
some time next year the DJ averages 
will sustain a larger decline than has 
been experienced any time since the 
Battle of the Coral Sea in 1942. 

While not adverse to buying very 
special issues, and perhaps a few utili- 
ties and savings & loan holding com- 
pany shares, I think the rest of the 
year should be used to sell stocks on 
balance—to accumulate bonds or cash 
rather than to accumulate stocks. In 
other words, I am just mildly bullish 
for the short pull and inclined to be 
bearish for the long pull, six months 
or more. 

Why doI mention utilities so favor- 
ably? Well, the electric power and 
light industry has been growing ever 
since I can remember and it is still 
growing at the rate of 6% per annum 
or better, compounded. So long as we 
constantly find new uses for electric 
power—residential, commercial and 
industrial—this growth will continue 
without interruption. I see no rea- 
son why electric power consumption 
should not double again in ten years. 

Most growth companies, especial- 
ly industrials, experience irregular 
growth, growth with interruptions. 
Some growth industrials cease to 
grow, others grow slower than ex- 
pected. On the other hand all the 
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utilities keep right on growing. Con- 
sequently, investors make fewer mis- 
takes with utility stocks than with 
other growth stocks. This is espe- 
cially apparent to one who has occa- 
sion to review the performance of 
thousands of portfolios. 

The average utility now is selling 
at about 22 or 23 times earnings, or 
about on level with the DJ industrials. 
The average return on utility shares 
is about 3.4% to 3.5%. Some, of course, 
are not as cheap as others. Among 
the utility issues which appeal to me 
right now as more reasonably priced 
are Southern California Edison (86), 
which pays $2.60 per annum and 
serves a great growth territory, and 
Niagara Mohawk (44), which pays 
$1.80 and has been a laggard. 

It is my conviction that the savings 
& loan holding companies do not face 
too great an increase in taxes and 
that some of the stocks in this group 
represent growth issues selling at a 
discount below non-growth stocks. I 
especially like Trans-World Financial 
(33), which is expected to earn about 
$1.80 a share this year against 88c a 
share in 1960. At less than 20 times 
earnings, this fast growing company, 
with a Denver emphasis, seems to be 
very reasonably priced. Other issues 
in the same growing business are Far 
West Financial, Great Western Finan- 
cial and San Diego Imperial. The sav- 
ings & loan companies in 1961 are 
maintaining, or bettering. the rates of 
growth shown for the pas five years. 

Combustion Engineering (2912), is 
down from a high of around 35. This 
company makes utility and industrial 
generating equipment, and its earn- 
ings should about keep pace with the 
growth of the utility industry. Inci- 
dentally, it has done much work de- 
veloping equipment to produce power 
from nuclear energy. Earnings this 
year should be in the area of $2.10 a 
share, so the stock sells at around 14 
or 15 times earnings to offer a return 
of just about 4%. This is a better- 
than-average value in a company 
where profits have been improving. 

As stated earlier in this column, I 
am disposed to be bullish for the short 
term. Some of the stocks I would buy 
on a short-term basis are Ameri- 
can Machine & Foundry, Brunswick, 
Kerr-McGee, Lehn & Fink, Ford, 
Lorillard (on the new York cigarette), 
Parke, Davis (which is way down from 
the year’s high), McLouth Steel and 
American Motors (on the “progress 
sharing” plan). There probably will 
be quite a rally in some of the elec- 
tronics issues, but I would use the 
strength as an opportunity to sell 
rather than to buy. Keep in mind the 


previous advice to cut back holdings | 


on common stocks on strength. 


FORBES, OCTOBER 15, 1961 





“Let me find out” 


It’s a Merrill Lynch account executive talking— anyone of two 
thousand odd who staff our 131 offices from coast to coast. 

A customer just asked for a quote on some over-the-counter 
security — any one of thousands. How long will it take to get it? 

Chances are, if it’s a well known stock, we can get the quote 
while the customer is still on the phone—but in any case, it 
shouldn't be more than a matter of minutes. 

Why? 

Because of our brand new over-the-counter “ticker” wire —the 
only one of its kind in existence. 

At 8:25 A. M. in New York, the last quoted prices on 1200 over- 
the-counter stocks start moving out over the ticker to all offices. 
All through the day, key quotes are flashed as they're asked for — 
maybe four or five thousand all told — to give our customers the 
last minute prices they want. 

Or any that you want, too. 

That's why—if you're buying or selling over-the-counter — we 
say call— 


MERRILL LYNCH, 


PIERCE, FENNER & SMITH INC 
MEMBERS NEW YORK STOCK EXCHANGE AND OTHER PRINCIPAL STOCK AND COMMODITY EXCHANGES 
70 PINE STREET, NEW YORK 5, NEW YORK 











Empire Crust Company 


CUSTOM BANKING 


with particular emphasis 


on investment problems. 


We have only two offices: 


20 Broad Street, New York 5 
WHitehal! 3-2300 


7 West 5Sist Street, New York 19 
JUdson 2-5900 


Member Federa! Deposit insurance Corporation 











THE OUTLOOK 
FOR STEEL 


Steel production during the 
next 12 months could approach 
the 1955 record of 117 million 
ingot tons. This level of output 
would represent about 80% 
of estimated steel-making ca- 
pacity—a level at which most 
leading steel companies can 
operate with efficiency. Such 
significant factors as labor 
costs, the Administration’s at- 
titude toward price increases, 
technological changes, and 
growing markets for new spe- 
cialized steels are discussed 
in Goodbody & Co.'s current 
Monthly Letter. 


SIX STOCKS RECOMMENDED 


Six steel stocks are selected 
for current purchase. Each 
of them has favorable growth 
prospects and two stand out 
as candidates for higher divi- 
dend payments. 


Our Letter also includes con- 
tinuously-reviewed lists of over 
150 favored stocks in. other 
groups, with price, yield, divi- 
dend, and 1960 and estimated 
1961 earnings on each. For 
your free copy of this Letter, 
now available to investors, 
simply mail the coupon below. 


GOODBODY & Co. 


ESTABLISHED 1891 


MEMBERS OF LEADING STOCK 
AND COMMODITY EXCHANGES 


Our 70th Anniversary Year 
2 BROADWAY, NEW YORK 4, 
WhHitehall 3-4141 
OFFICES IN 40 CITIES 


Please send me without cost your } 
Monthly Letter FO-15. Please Print. 





ADDRESS 





' 
' 
' 
NAME ; 
' 
' 
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1 STOCK ANALYSIS 


Prospects For A Year-End Rally 


| FoRECASTING stock market movements 
_ will never be an exact science, de- 
| spite intense studies of economic and 
| financial trends and the use of elabo- 
| rate charts and other technical aids, 
| including electronic computers. We 
| cannot bridge the gap between doubt 
| and certainty; and, of course, if we 
| could ever be entirely sure about the 
| future, there would be no market. 
We would have no sellers if the out- 
look were bright, and no buyers if 
prospects looked dark. 
| Over the years, however, we have 
| observed definite seasonal fluctuations, 
which have recurred so frequently 
that students of the stock market now 
| say with considerable confidence that 
the odds favor a rising trend some- 
time during midsummer and again 
towards the end of the year. Are 
| there any reasons to doubt the proba- 
bility of a year-end rally in 1961? 
Barring a major catastrophe, such 
| as the outbreak of hostilities involv- 
| ing the U.S., I know of no reason why 
the usual seasonal pattern should not 
| repeat itself this year. I believe, 
| however, that certain qualifications 
are necessary. I expect the major 
indices, such as the Dow-Jones and 
| Standard & Poor's industrial and util- 
ity stock averages, to reach new highs 
| this fall or early winter, but I doubt 
that the majority of listed and unlisted 
stocks will follow the same course. 
The D-J average comprises only 30 
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leading corpora- 

tions, and the 

Standard & Poor’s 

average is weight- 

ed, meaning that 

the big companies 

with large capi- 

talizations exert a 

dominating influ- 

ence. It is my opinion that the year- 
end rally will be led by the major 
stocks rather than the secondary is- 
sues which were so prominent during 
the first half of the year. 

There are various reasons. Smaller 
companies, as a rule, move faster over 
a wider range. They are more sus- 
ceptible to an outbreak of speculative 
fever and to individual promotions. 
Stocks like Universal Match or Avnet 
Electronics, for example, probably 
have seen their peaks for a long time 
to come, even if corporate results 
should improve. Both had _ been 
greatly overpriced and many holders 
owning them at much higher levels 
will eagerly await an opportunity to 
get out even, unless they prefer to 
take their tax losses now. 

The disenchantment with many 
speculative stocks may be heightened 
by the Securities & Exchange Com- 
mission investigation of the securities 
markets which will get under way 
this month. The danger of any dis- 
closures of wrongdoing—and it can 

(CONTINUED ON PAGE 62) 
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10 SPECIAL SITUATIONS 


§ All have two things in common: 
Earnings are rising steeply 
@ and the Insiders are buying 


WHICH 10 of these 31 STOCKS are the INSIDERS 
BUYING? . . . and which 21 are they selling? 





Here are 31 leading stocks. The Insiders—the men who 
know—ARE BUYING JUST 10 and Selling THE OTHER 
21 STOCKS. Can you tell which they’re buying and 
selling? If not send for the INSIDER REPORT which dis- 


cusses several of the stocks in each issue. 


ALUMINIUM LTD. -=— 
AMPEX CORP. -=— 
BURLINGTON IND. -- 
CITY PRODUCTS —— 
COCA COLA -- 
COMMERCIAL SOLVENTS — — 
EASTERN AIRLINES -— 
El PASO NATURAL GAS — — 


KAISER IND. 

LITTON IND. 
NEVADA POWER 
OLIN MATHIESON 
PHILA. & READING 
REPUBLIC NAT'L LIFE 


nant aeenen — — SAN DIEGO IMPERIAL 
FINANCIAL GENERAL —— SEEMAN BROS. 
FRUEHAUF TRAILER —— SPERRY RAND 
GENERAL DYNAMICS -—— STANLEY WARNER 


ern len —— THERMOGAS CORP. 
eee Gemenes ~~ UNITED MERCHANTS 


HOWARD JOHNSON —— VARIAN ASSOCIATES 
HUNT FOODS —-— VENDO CO. 











The Insider Report thoroughly analyzes the fundamental 
outlook for each stock reviewed. In addition, it presents 
the factual information on what the Insiders are doing 
on their own stocks. If you'd like to know the facts that 
have governed astute stock market traders for many years 
(example: Bernard Baruch, one of the great stock market 
speculators of all times, interviewed and appraised Insider 
ability and holdings in any company before he invested 
in it). If you would like to know just what company officials 
think of your favorites . . . you'll get these answers in the 
Insider Report. Probably the best dollar you've ever in- 
vested in the stock market—the Insider Report, including 
a discussion of 10 special situations the Insiders are buying 
right now! 


If it isn’t the best dollar you've ever invested in the 
market, Rodger Bridwell and Staff of the Insider Report will 
gladly refund your money. 


If the Insider Report is what you've been looking for, 
it will be the piece of mail you await most eagerly, every 
other Monday. We don’t claim the Insider Report alone 
assures you of profitable investments but our subscribers 
use the Insider Report information to finalize their decisions. 

Now look at the clues above! They'll give you a hint 
on the 10 Stocks the INSIDERS ARE BUYING NOW. You'll 
see many of these stocks listed by “financial experts” as 
GROWTH STOCKS. But to the INSIDERS—the men who 
know each of these stocks best—only 10 are special situa- 
tions TO BUY NOW. 


Stock 1: A buy in 16-18 range. Has $10.5 million in cash 
ready for acquisition. 

Stock 2: Sales of this Insider Buy at 17-18 have moved 
up steadily from $4.7 million to $7.0 million (E). Earnings, and 
Dividends too. Profit margin may take a fantastic jump. 
Stock 3: In past year INSIDERS HAVE BOUGHT 41,464 
SHARES. Has paid dividends for 66 years. 

Stock 4: These INSIDERS know their business. One $6,000. 
investment is now quoted at $870,000.00. You can join them 
at 30-32. 

Stock 5: Management owns a tidy 62% of this leading 
company in a top growth industry. Profits have risen 22.5% 
a year over the past decade. 

Stock 6: One INSIDER owns 51%. A “GO COMPANY” 
that says our estimates of $5. earnings are conservative. 
Stock 7: Recession didn’t dent the area where this INSIDER 
UTILITY STOCK holds forth. Plans are afloat to list shares 
NYSE in near future. 

Stock 8: INSIDERS ARE BUYING—EARNINGS ARE AT REC- 
ORD RATE—MANAGEMENT SAYS EARNINGS CAN DOUBLE 
IN COMING YEAR. A listing on NYSE is “in the works.” 
Stock 9: THIS STOCK HAS RISEN 63% since the Report 
first started calling attention to INSIDER ACTIVITY. You can 
still make an INSIDER BUY near 30. 

Stock 10: Net income shot up 109% in latest quarter. Our 
upside goal is 55—yet stock is available in 30-35 area. 


SEND $1 FOR THE 


YOUR COPY OF 


INSIDER 
REPORT 


Bridwell & Co., Box 5067, Stanford, Palo Alto, Calif., Dept. E-14 
For only one dollar you receive: 
1. Current copy of the Insider Report. 
2. Special report "10 Special Situations to Buy Now" 


3. Special report on an exciting new industry “Teaching 
Machines.” 


4. Supervised model investment and speculative accounts. 


5. List of stocks being accumulated by insiders with exact 
number of shares bought in the past year. 


6. List of stocks being sold by insiders with exact number of 
shares sold in past year. 


(For new subscribers only) 
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| Bridwell & Co. 


1 enclose $1.00 for current copy of the “Insider Report’’ with ‘10 Special 
| Situations to Buy Now,” plus all other reports listed above. 


P.0. Box 5067, Stanford, 
Palo Alto, Calif., Dept. E-14 


Name 





(Please print) 


Address 
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THE DANFORTH ASSOCIATES 


Investment Management 


Incorporated 1936 


ANNOUNCE 


A tested plan that brings the 
advantages of professional management 


to people with 55,000 to $50,000 


Now you may benefit from professional supervision 
of your capital—much as top-bracket investors do— 
for no more than you might spend 

for investment advisory information. 


+ 


U NTIL NOW, only people of wealth could profit from the profes- 
sional services of skilled securities managers. The smaller 
investor — who needs this help more than ever today —could not 
afford their fees. 

Yet, the future financial security of some 10,000,000 Americans 
is endangered by this problem. Perhaps you are one of them. You 
have saved, acquired or inherited $5,000 to $50,000 which you 
hope will grow sufficiently to provide for your family education 
travel or retirement. But perhaps you are discovering, to your dis- 
may, that you cannot make this sum grow fast enough. In fact, you 
are actually losing ground due to inflation and rising taxes. 

For example, $25,000 invested at 3% compounded semi-annu- 
ally 16 years ago has grown to $40,257 today—but, in terms of 
what these dollars can buy, it is worth only $23,953. And when 
you look at increasing taxes and the consistent creep-up of prices 
and living costs, you can see that today’s dollars will buy even less 
tomorrow. 


A UNIQUE PLAN DEVELOPED BY A ‘FAMILY’ COMPANY 


At last, however, thanks to the techniques developed by one family 
for its own investment management program, you may now pro- 
tect your hard-earned dollars by much the same method many 
millionaires use. 

Twenty-five years ago, the Danforth family of Massachusetts 
organized a private management company to handle its capital — 
the Danforth Associates. Its ventures ranged all the way from im- 
porting mica from Brazil to such standard investments as Ameri- 
can Tel. and Tel. 

Unlike the usual personal investment management company, 
however, the Danforth Associates enjoy a unique advantage. They 
have complete access, through family connections, to the profes- 
sional research and statistical facilities of one of the nation’s larger 
investment advisory organizations, the Danforth-Epply Corpora- 
tion. You are probably familiar with the Growth Stock Letter, the 
Registered Searching Service, and other nationally known services 
of this firm from their announcements in the New York Times, 
Barron’s, Forbes and other financial journa!s. 

This combination of experience and research facilities offered a 
rare opportunity to develop an investment management plan from 
which others might benefit. With the consent of the Danforth 
family, their accounts were made pilot projects under the constant 
supervision of full-time professional investment analysts. The re- 
sources of Danforth-Epply’s statistical and research staff were put 
at their disposal. Out of this was evolved the Danforth Associates 
Investment Management Plan which has proved itself especially 
efficient for accounts from $5,000 to $50,000. 

Although past performance is no guarantee of future results, 
the chart illustrated offers a dramatic demonstration of how a 
modest investment account has grown with safety under the Dan- 
forth Associates Investment Management Plan. The chart also 
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shows how the same sum has actually suffered a loss in purchasing 
power when left in idle funds. 

rhe results of this pioneering management program for accounts 
from $5,000 to $50,000 have already attracted much attention in 
financial circles. The business and financial editor of a major na- 
tional newspaper presented a series of articles on the Danforth 
Associates Management Plan telling the story of its “contribution 
to the United States economy.” More recently, when the Danforth 
Associates opened their rolls to a limited number of outside clients, 
more than three million dollars was entrusted to their handling. 

Now, and as a service to the many investors whose moderate 
sized accounts cannot be handled economically by professional 
management firms, the Danforth Associates are making their in- 
vestment management plan available for you. 

This announcement and the brief information that follows can- 
not, of course, give you more than a general outline of the Dan 
forth Associates Investment Management Plan. A detailed report, 
entitled “A New Way To Your Future Financial Security,” has 
been prepared. If you will simply mail the attached coupon, a com- 
plimentary copy will be sent to you. 


TEN QUESTIONS AND ANSWERS ABOUT THE 
DANFORTH ASSOCIATES INVESTMENT MANAGEMENT PLAN 


1. Who are the Danforth Associates and what do they do? 

The Danforth Associates, Inc. are investment managers engaged 
in the serious and responsible work of managing other people’s 
money. They do not handle cash or securities. Their job is to in- 
struct a cooperating broker to buy and sell in your interest so that 
your capital grows at the fastest rate possible consistent with safety. 
2. How do they differ from other professional investment man- 
agers? 

Unlike other investment managers who are not equipped to 
handle comparatively small sums, the Danforth Associates have 
developed an Investment Management Plan designed especially to 
manage sums from $5,000 to $50,000. 

3. Why can’t | be my own investment manager? 

You can. The work calls for a certain knack, the grasp of the 
fundamentals of investing, the willingness to devote much time to 
supervision and analysis, and a means of keeping careful check on 
a number of details in a systematic manner. Given a natural ability 
and enough time, you or practically anyone could become an in- 
vestment manager. But it takes a good deal of time and hard work 
and most people cannot spare the time from the jobs and profes- 
sions they have already trained for. 

4. What objectives does the Danforth Associates Plan strive for? 

In managing client accounts as well as those of the Danforth 
family, Danforth managers seek to build capital fast enough to 
achieve financial security just as safely as possible. More specifi- 
cally, the Plan works for (1) Safety; (2) Smaller loss in weak peri- 








THE FIVE YEAR “PERFORMANCE RECORD” 
OF THE DANFORTH ASSOCIATES 
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This chart shows the following results and comparisons of ‘“‘The Danforth Associ- 
ates Investment Management Plan’’ for the five years since its inception on 
Dec. 31, 1955: 

Line (A) gives the gross evaluation of all accounts under management, averaged 
to represent a typical $10,000 account at the starting date. Line (B) gives the 
valuation reduced by the withdrawal of management fees, but with dividends re- 
invested. Line (C) gives the adjusted valuation with dividends also withdrawn 
Line (0) shows the value of an initial $10,000 investment in the Dow-Jones Indus- 
trial Average (whose monthly price ranges are also plotted). Line (E) shows $10,000 
compounded semi-annually at 3%. Line (F) shows the purchasing power of $10,000 
based on the cost-of-living index of the U. S. Dept. of Commerce 





ods; (3) Extra large gains in strong periods; and (4) Dividends 
5. What does it cost? 

It depends on the size of your account. On accounts up to 
$25,000 the fee is calculated at the rate of $20 per year (or $5 a 
quarter year) on each $1,000 under management. Over $25,000, 
the fee drops to the rate of only $2.50 per year or 62'2¢ quarterly 
on each additional $1,000 value. An $8,000 account, for example. 
would cost $40 each three months or $160 a year. The minimum 
fee is $25 per quarter year. 

The fee you pay may be no more, and possibly less, than what 
you may now be paying for investment advisory services. In addi- 
tion your savings may cut your cost substantially—see next question. 
6. How do | save? 

You save in three ways. First, as a business expense, we are ad- 
vised that your management fee is deductible for Federal income 
tax purposes. Second, since the objective of the Plan is long term 
capital gain, the tax you pay on profits may be cut substantially. 
Third, since buy and sell orders for your account can be combined 
with others, you will often save on odd lot price premiums. The 
total of all these savings can reduce your cost considerably. 

7. How is my account handled? 

Your cash and securities remain in your own account, with a 
Member Firm of the N. Y. Stock Exchange, at all times. The Dan- 
forth Associates never see or handle any of it. The only power you 
give to the Danforth Associates is to permit them to instruct the 
broker to buy or sell securities for your account. It does not author- 
ize anyone but yourself to withdraw funds or stocks from your ac- 
count. 

8. Must I sign up for a fixed period? 

No. You may withdraw any part or all of your account at any 
time. 

9. If | want to withdraw funds from my account, how long would 
it take? 

You can take cash from your account about as fast as you could 
from your savings bank. If securities must be sold, you would get 
a check within a week. 


10. What kind of investors have accounts with the Danforth Asso- 
ciates? 

A sampling of people who have have started accounts includes 
two lawyers, a secretary, the president of a mid-western tool com- 
pany, a Navy captain, two Air Force officers, a post office clerk, 
an accountant, two doctors, a machinist, a partner in an insurance 
brokerage firm, two salesmen, a plant manager for an electronic 
company, the comptroller of a large company, a district manager 
for a meat packaging firm. 

HOW YOU MAY BENEFIT FROM THE DANFORTH 
ASSOCIATES INVESTMENT MANAGEMENT PLAN 
A. It actually starts you on a program designed to achieve future 
financial security. No matter what your goals, nothing can be done 
until you take this first step. 
B. Your capital will be under constant supervision 
Cc. Decisions are made for you by experienced and skilled profes- 
sional investment managers who have extensive research and sta- 
tistical facilities at their disposal. 
D. Your funds are invested in common stocks as a hedge against 
inflation. 
€. Long-term capital gain, which is the objective of the Danforth 
Plan, can reduce your taxes substantially. 
F. You are in complete control of your account since you may 
withdraw any or all of it—or add to it—at any time 
G. Your investments will be diversified over a number of the big 
listed companies. 
H. You can often save on odd lot premiums 
1. You are free from the need to concern yourself with the day-to- 
day ups and downs of business and the market 
J. You enjoy peace of mind—no small achievement in these days 
of market stress and investor strain 





For complete information about The Danforth Associates 
Investment Management Plan, you are invited to accept 
a complimentary copy of the special 42-page report 
“A NEW WAY TO YOUR FUTURE 

FINANCIAL SECURITY” 
it may well change your entire future. 
TABLE OF CONTENTS: 
The Big Problems of Your Future Financial Security 
and a Possible Solution Through an Investment Man 
agement Plan 
Brief History of World and U. S. Inflation and Taxes in 
Terms of “Value” 
The Ten Questions Most Often Asked About The Dan 
forth Associates Investment Management Plan 
Why Corporations and Individuals Find It Pays to Re 
tain Outside Help 
How The Big Investment Fundamentals Were Stream- 
lined for the Management of Individual Accounts from 
$5,000 to $50,000 
Twenty-One More Questions about The Danforth As 
sociates Investment Management Plan 
How My $5,000 to $50,000 May Grow With Safety 
Under the Danforth Associates Investment Manage- 
ment Plan 
The Ten Advantages To You 
The Decision: You Make One—We Make All The Rest 
(plus 19 special charts and tabulations) 








To learn how you may benefit from The Danforth Associates 
Investment Management Plan, simply mail this coupon. It 
does not obligate you in any way and you risk nothing. 

! THE DANFORTH ASSOCIATES, Investment Managers 

\ “A Wellesley Hills 81, Massachusetts DA-24 

| Nee Please mail me a complimeatary copy of your 

| purer report, “A New Way To Your Future Financial 

pinanci®h, Security.” I would like to give it my serious con- 
gecun” sideration. I understand that this does not com- 

; mit me in any way and that no salesman will call. 

| 

| 
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vera WEST 


and earn more 
on insured savings ! 


Save by postage-paid mail with 
San Diego's largest and strongest 
savings and loan association, 
located in one of Southern Cali- 
fornia’s fastest-growing metro- 
politan areas. 

CURRENT RATE 


qe 


PER ANNUM 
Earnings paid 4 times a year 


Each account insured to $10,000 
by the Federal Savings and 
Loan Insurance Corp, 


Savings placed by 
the 10th earn 


from the lst 5 

Assets soo nee 

$235,000 

Over a atl , 

century of gl * 
= 


service 


FEDERAL SAVINGS 
@ & Loan Assn. of San Diego 


P.O. Box 2070-F (Broadway at 7th) | 
San Diego 12, California 

Please airmail ‘‘FACTS” folder and 
Statement. 
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INVEST IN DIAMONDS 


Buy Diamond Jewelry direct from one of Amer- 
ica’s well known diamond cutters. Pay only 
actual] market price. Save '5 to 42 

See 2 SS eS eS eS eS eS eS ee eee eee eee ee 
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Mail Free 72 Page Catalog 
EMPIRE DIAMOND CORPORATION 
Empire State Bidg., Dept. 46, N.Y. 1, N.Y. 


Name 


Address 








DOW THEORY LETTERS 


by Richard Russell 


Read by professionals and serious investors 
throughout the world. Send for brochure explain- 
ing the Dow Theory, reprints of the author’s 
four recent articles in BARRON'S, and a one- 
month trial subscription (4 issues), $1.00. 
($50.00 annually, Airmailed.) 


Dept. F, P.O. Box 15196, San San Diego 15, Calif. 











The Interim Technical Review | 


Thorough, thoughtful appraisals of current & an- 
ticipated stock trends, using well-rounded approach to 
critical selectivity & careful timing, intended for 
professional & sophisticated private investors & specu 
lators. Mlustrated with elassie Point & Figure charts. 
Twice monthly. By subscription, moderate cost. Com- 
plimentary to active brokerage clients. 


WOLFE & Co. 
av Members N.Y. Stock Exchange 
Dept. F-12, 72 Wall St.. N.Y. 5, N.Y 





BTECHNICIAN’S PERSPECTIVE 


by JOHN W. SCHULZ* 


To The Lady In California 
(And Everywhere Else) 


Just six months ago (Forses, Apr. 15) 
I wrote a story for you about the con- 
clusions that could be reached by 
technical analysis of the supply-de- 
mand relationships apparent in Sperry 
Rand stock. The article started as 
follows: “A couple of months ago, I 
had a letter from a lady in California 
who .. . asked how I could have been 
‘so tragically wrong’ in my [earlier] 
analysis of Sperry Rand (Forses, 
July 1, 1960), about which I had writ- 
ten optimistically when it sold in the 
area of 22-23... the stock was selling 
around 24 when I got the lady’s com- 
plaint . . . with the stock now at 27- 
28, I have some hopes she will forgive 
me.” 

Well, the stock is back at about 24, 
and I again have mail from the lady 
in California. In her view, Sperry 
Rand continues a “tragic and sad” 
problem stock; and, referring to the 
headline of the April 15th story 
(“Bases Loaded”), she adds, “And 
you struck out again.” 

Well, I don’t think I really struck 
out. My story explained why it had 
seemed technically logical to me that 
“demand (for SY) at new highs can 
provoke far greater volatility than 
anyone can remember since Sperry 
merged with Remington Rand,” a 
fair description of what subsequently 
did happen. The article also explained 
that technical analysis, through classic 
Point & Figure chart technique, sug- 
gested a potential advance to about 
37, with a longer-term potential of 
about 48. The stock rose to 35 in May, 


| missing that first target by about 5.5% 


I wish I could consistently maintain a 
margin of error no greater than that. 
(Meanwhile, the higher longer-term 
technical potential remains just that 
—longer-term and subject to future 
reappraisal.) 

But I am not bringing up the sub- 
ject of Sperry Rand stock again mere- 
ly to vindicate an earlier analysis. 


| More important, there is a story in the 


California lady’s disenchantment and 





SPERRY RAND 











complaint from 

which she (and, I 

am sure, many 

other investors) 

can learn a useful 

object lesson or 

two. Very under- 

standably, the drop of about one- 
third from Sperry’s peak price galls 
her, so much so that she is moved to 
write to me a letter full of disgust 
with analysts’ opinions and company 
press releases (of which she forwards 
clippings). 

I can’t say I blame her, but I sus- 
pect she has given herself a “buy 
signal” without being aware of it. For 
the fact is that she felt impelled to 
get on my neck after an 11 point price 
decline which must have accommo- 
dated a great many sellers inasmuch 
as reported trading turnover in Sperry 
for the June-September period totaled 
roughly 134 million shares. This com- 
pares with the 2 million share turn- 
over during April and May, mostly 
in the 30-35 range. So the beef is 
very probably quite representative of 
a widespread, attitude toward Sperry 
stock and, as such, is symptomatic of 
a downtrend in its final stage. No 
investor or speculator tempted to let 
off steam (by writing to financial col- 
umnists or by selling out stock) 
normally can afford to lose sight of 
such a probability. 

Not surprisingly, I can reach a simi- 
lar conclusion by simple analysis of 
the Point & Figure chart reproduced 
below. The chart shows the market 
history of Sperry Rand stock from 
February through September 1961, 
plotted to show price reversals in 
units of one full point ($1) or more. 
As the reader can see, the April-May 
price action spanned seven and eight 
columns of price-reversal action, 
counting on the 33 and 32 price levels, 
respectively. 

By the standards of classic P&F 
theory, this action suggests that the 
current downtrend may terminate 
seven or eight units below “measure- 
ment” levels in the 24-26 range. But 
it is also possible to project a target 
at 22 from the 31 line, and it may be 
that this target will prove realistic 
under further pressure from seasonal 
“tax selling” or general market weak- 
ness. So the demand-supply relation- 
ships described by the chart can be 
interpreted to imply that the down- 


*Mr. Schulz is a partner in the New York 
Stock Exchange firm of Wolfe & Co. 
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30 days ago 


the ISL Chart 
Said 


“gel 
liquid” 


For over a month, the ISL Comparative 
Record of Market Indicators has shown 


clear indications of steadily weakening 
conditions in the stock market. 


DID You read the warning signs? Do 
you know the appearance today of the 
significant stock market indicators, and 
what they may be saying about tomorrow? 


Would you like to see the 30 ISL indica- 
tors, including those listed here, charted 
together for the first time in proper re- 
lationship for easy and meaningful com- 
parison? 


BARRON'S CONFIDENCE INDEX « ADVANCE-DE- 
CLINE LINE ¢ ODD-LOT INDEXES « NEW HIGHS 
& LOWS ¢ SHORT INTEREST RATIO « DOW-JONES 
AVERAGES « ISL PRICE-VOLUME ACCUMULATION 
« INDUSTRIAL & BOND YIELDS ¢ BROKERS’ 
DEBIT & CREDIT BALANCES ¢ BARRON’S LOW- 
PRICED STOCK INDEX 


Send today for your introductory 1-month 
trial of the unique and completely objec- 
tive ISL service, which includes: 


“ISL Comparative Record of Market Indicators 

a graphic 2% year portrait of bull and 
bear markets, with important turning points 
marked 


*Weekly ISL Indicator Data Reports, to keep 
your chart up to the minute. 


Each Indicator, with formula for calculation, is 
fully explained on the composite chart. 20 
daily, 7 weekly, 3 monthly technical indicators 


SPECIAL! investment Statistics Laboratory has 
just published a new weekly Comparative Record 
of the Bull Market (January 1949 thru September 
1961). See the action of the technical indicators 
over the past 13 years. is the market going to 
reach 1000, or is this longest-ever bull market 
just about over? See for yourself—-send $10 
with coupon below. 
DAILY CHARTS— 
YEARS OF 30 INDICATORS—$5 


INVESTMENT STATISTICS 
LABORATORY 


467 Hamilton Avenue 
Palo Alto, California 


_] | enclose $5 for 1 month of the ISL Technical 
indicator Service. Please Airmail chart, plus 
weekly data reports. 


} | enclose $10 for ISL “‘bull market’ chart 
-_] | enclose $15; send both 


NAME 
ADDRESS 
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|trend from last May’s high should 
level off in the 22-24-26 area. In that 
area the trend should give way to the 
kind of lateral trading-range move- 
ment from which a new uptrend could, 
| typically, emerge. In other words, on 

technical considerations, I should 
rather be a speculative buyer of Sper- 





The other lesson to be learned is a 
|reminder that any attempt to apply 
normal business or household-type 
| logic to the stock market will, more 


| often than not, lead to the sort of | 


| frustrations that have repeatedly af- 
| flicted Sperry’s stockholders in re- 
cent years—and Sperry is far from 
unique or extreme as a case in point. 
The fact is that the stock market 
| necessarily operates on two levels of 
| reality. One is the reality of antici- 
pated value; the other, the reality of 
present value. If he confuses the two, 
the investor is headed for much great- 
er problems than the market con- 
fronts him with under the best of cir- 
cumstances. 

Perhaps it sounds paradoxical to 
speak of anticipated value as a real- 
ity. But the stock market's essential 
and continuous function is to dis- 
count its own view of the future by 
establishing a price in the present. 
Anticipated value thus becomes the 
tangible reality of price, variable in 
magnitude though not any the less 
genuine. But that does not mean that 
the process of anticipation is itself 
necessarily always realistic and logi- 
cal. It rarely is, in fact, or at least 
never for very long. The market’s 
discounting efforts invariably carry to 
untenable extremes that are sooner 
or later corrected. The corrections, in 
turn, can go to excess, especially when 
it becomes apparent that anticipated 
value had lost any kind of touch with 
present value. (Of course, funda- 
mental appraisals of present value do 
not always turn out to be realistic 
and logical, either.) 

Technical analysis attempts to cope 
with the market on the reality level 
of anticipated value. Six months ago 
it suggested how far into the 30s the 


over-discounting process might carry | 


the price of Sperry Rand; now it sug- 
| gests that the process may be moving 
|toward an extreme in the opposite 
direction. The lady in California un- 
derstandably resents earnings esti- 
mates that have not so far panned out, 
even though they were made by some 
of our best fundamental analysts and, 
| 1 suppose, were concurred in by man- 
| agement sources at Sperry. But she 


|should blame much of the 11 point | 


|drop in SY since May not on the 
|estimates but on the characteristic 
| overenthusiasm with which the mar- 
ket discounted them. 





ry stock in the lower 20s than a seller. | 
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BACHE & < xX). 


MEMDIL AG NEW YONK ETAOK EKTHANSE AND OTHER 
LEANN STACK AND COMMODITY ERCHANTESR 











This booklet shows 
investors how to save 
every possible tax dollar 
through proper planning. 
Three lists of stocks for 
use in tax “switching” 
are included, as well as a 
work sheet for computing 
gains and losses. 


For a copy, mail coupon. 


BACHE & CO. 


Founded 1879 
Members New York Stock Exchange 
& other leading exchange 


36 Wall St., New York 5 
Digby 41-3600 


Address replies to Box 400, Wall 
St. Station, New York 


Please send a copy of the Bache 1961 
Tax Memo to 


GT n00sckeves 


Phone. 








NATION'S 
LARGEST 


FEDERAL SAVINGS 


ae 


pays you Ai. on savings 


DIVIDENDS PAID QUARTERLY at 4%% cur- 
rent annual rate « World-wide savings service for 
170,000 individuals, corporations and trusts in 50 
states, 76 foreign countries «+ Same, sound man- 
agement policies since 1925 «+ $40,000,000 reserves 
+ Assets over. $650,000,000 + Accounts insured 
by Federal Savings & Loan Insurance Corp. «+ Man 
and wife can have up to $30,000 in 3 fully insured 
$10,000 accounts (2 individual and 1 joint) « 
Funds received by 10th, earn from Ist « We pay 
air mail both ways 


CALIFORNIA FEDERAL SAVINGS 


AND LOAN ASSN. + 611 WILSHIRE BLVD., LOS ANGELES 


FINANCIAL GUIDE: “The California Story” 
contains experts’ ideas on saving money, investing in 
homes, insurance, stocks. Other exciting features! 





ss 


California Federal Savings & Loan Assn. 
Box 54037, Terminal Annex, Los Angeles 54, Calif. 


Please send free ‘‘The California Story” and 
Cal Fed MAIL-SAVER # to: 


— Zone 
CD Funds enciosed in amount of $ 


~Stete ..... 








| WAS TIRED 
OF LIVING 
ON LOW PAY 


So | Started Reading The 
Wall Street Journal 


I work in a large city. Over a period of 
time I noticed that men who read The 
Wall Street Journal are better dressed, 
drive better cars, have better homes and 
eat in better restaurants. 

“I’m tired of living on low pay!” I 
said to myself. “I'm going to see if The 
Wall Street Journal can help ME.” 

Well, to make a long story short, I 
tried it and it DID. Since I started read- 
ing The Journal, my income has increased 
from $9,000 to $14,000 a year. 

This story is typical. Because the re- 
ports in The Wall Street Journal come 
to you daily, you get quick warning of 
any new trend that may affect your busi- 
ness and personal income. You get the 
facts in time to protect your interests or 
seize a profit. 

To assure speedy delivery to you any- 
where in the U.S., The Journal is printed 
daily in seven cities from coast to coast. 
It costs $24 a year, but you can get a 
Trial Subscription for 3 months for $7. 
Just tear out this ad and attach check 
for $7 and mail. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4,N.Y. FM 10-15 











THE FUNDS 


GO AND DO LIKEWISE? 


“WHAT ARE the mutual funds buying 
and selling?” is a question that fas- 
cinates many investors. If some of 
the country’s shrewdest analysts are 
guiding the funds, they reason, then 
why not go and do likewise with one’s 
own investments? Thus an ordinary 
investor could benefit from the best 
available advice with not a penny to 
pay in sales load or management fees. 

Why and When? Actually, though, 
it’s by no means as simple as that. 
For there are two small questions 
with big consequences that must be 
asked about any fund transaction: 
why and when? In the first place, 
there is the 30- to 100-day time lag 
between a fund’s transaction and the 
day it is made public. A company’s 
fortunes can change very rapidly, and 
an investor who bought a stock be- 
cause a fund had done so, could be 
dismayed to find that by the time he 
was buying the stock, the fund was 
already selling it again. Or, what is 
even more likely, that the price may 
since have risen to a point well above 
what the fund paid. 

Secondly, the investor should ask 
himself why the fund acted as it did. 
If a certain mutual fund sells a big 
block of “ABC” stock, he must not 
automatically conclude that the fund 
no longer likes the stock as an in- 
vestment—there are other possible 
explanations. For example; the fund 
might have wanted to: 

® reduce its “ABC” holding because 
the price had risen to a point where 
the stock had become too large a slice 
of net assets; 

® avoid getting entangled in ques- 
tions of “ABC” company management; 

@ boost its capital gains distribution 
by taking a profit; 

® replace its “ABC” 
higher yield security. 
Obviously, none of 
necessarily make for 
sale for the ordinary investor. 

Again, there are “inside” reasons 
for a fund’s purchases. It might buy 
“XYZ” stock because: 

© even though it felt the timing was 
not ideal, a fund is under pressure 
to invest new money right away, 

e it was able to buy a block of the 
stock privately at a favorable price; 

® it wished to boost dividend in- 
come, oo bought a stock before 
it went * " 


stock with a 


these motives 
a well-timed 


@ it Rate had a big holding, which | 


it wished to safeguard by qualifying 
for a voice in management. 





Opportunities inWARRANTS 


If you are interested in making each $1 do 
the work of $100 or $1,000 in a rising 
market—then you should be interested 
in common stock WARRANTS. 

What are warrants? 

How is it that each dollar wisely in- 
vested in warrants during a bull mar- 
ket may bring capital appreciation as 
much as 1000% or more over the same 
dollar invested in common stocks? 

How do some warrants make sensa- 
tional gains; $100 investments in some 
cases appreciating to as much as 
$50,000 in a few years? 

How do you avoid the equally great 
losses which may follow unintelligent 
speculation in warrants? 

@ What warrants are outstanding in to- 
day’s market and how should they 
be bought and sold? 

For the answer to all these questions, you 

should not miss the — widely-praised and 

only full-length study of its kind—'‘'THE 

SPECULATIVE MERITS OF COMMON STOCK 

WARRANTS" by Sidney Fried. For your 

copy of this book detailing the full story of 

warrants, and a current list of 110 warrants 
you should know about, send $2.00 to 


. M. Associates, Dept. &> 











F189, 220 Fifth Avenue, New 
York 1, N. Y¥. or send for 
free descriptive folder. 
a | 
7. ROWE PRICE 
CROWTH STOCK 
FUND, IHC. 
LF) BALTIMORE, MARYLAND 





OBJECTIVE: Possible long term growth 
of principal and income. 

OFFERING PRICE: Net asset value. 
There is no sales load or commission. 

REDEMPTION PRICE: Net asset value 
less 1%. 


Prospectus on request 


Dept. B 








i 10 Light Street Baltimore 2, Md. 





Investments 
Geared to 
America’s Growth 


JOHNSTON MUTUAL 
FUND Ine. 


No sales charge or commission 

No redemption charge 

No binding contracts 

You buy or redeem shares at 

net asset value 

Accumulation Plan available 
Prospectus upon request 

The Johnston Mutual Fund inc. 
230 Park Ave., Dept. F, N. Y. 17, N. Y. 
ORegon 39-2700 








Send For Economou's 


COMMODITY MARKETS 
FORECAST WEEKLY 


@ Futures markets reviews . . . technical analysis - 
—— trading recommendations covering Soybeans 
Meal . Oil... Lard . . . Cottonseed Oi! . 

- Potatoes oo PU. ec UO og s Oe. 
. - Cor Cocoa Wool. Regular rates 
‘COMMODITY MARKETS FORECAST 
including ‘‘Mid-Week Bulletins,"’ are 
$150. ear, or $85. i 6 months. However, to 
introduce the service, we will be pleased to send it to 
you for 30 days for only $1.00 to cover air mail postage 
and handling. Send for this special $1.00 trial offer 
today. (New subscribers only.) 


ARTHUR N. ECONOMOU 


902-F WELLS BLDG., MILWAUKEE 2, WIS. 
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The Fund “’Pack- 
age”. In fact, the 
men who run mu- 
tual funds warn 
that no fund in- 
vestment should 
be considered ex- 
cept in relation 
to the fund’s 
other holdings. 
“Every security 

we buy or sell,” explains Presi- 
dent Herbert Anderson of the $200- 
million Group Securities Inc., “is 
bought or sold as part of a package. 
Take the oils. Right or wrong, my 
opinion now is that they are rather 
low risk, not likely to do much, but 
with a good return. As part of a com- 
mon stock package we rather like 
them. But investors might be rather 
bitterly disappointed if they followed 
suit, because they wouldn’t have the 
other things to balance out that our 
package is designed to have.” 

Moreover, a fund will often sell a 
stock it holds in the highest regard. 
“Take a stock like Reynolds Tobacco,” 
says Anderson. “In our common stock 
fund we seek a balance between in- 
come, price rise and stability. So that 
when the current return on a stock 
like Reynolds, however much we may 
like it, gets sufficiently below what 
may be available in something else, 
we will sell it. That doesn’t mean we 
hate it—we might have another fund 
where we wouldn’t sell it.” 

The investor can run into other 
kinds of trouble in trying to follow 
the funds. “We may have a good 
stock likely to go up 20%, but sell it 
to buy one likely to go up 40%,” says 
Harry I. Prankard Il, Chairman of 
Affiliated Fund Inc. “Following the 
fund in its selling and not in its buy- 
ing could get an investor into trou- 
ble here because he could sell the 
first stock but wouldn’t know what 
we would do with the proceeds.” In- 
vestors should beware of aping the 
funds, Prankard feels. “It’s a futile, 
dumb, nowhere trap,” he declares, 
“there’s no substitute for investment 
analysis of your own. If you're re- 
duced to copying the funds, you’d be 
better off in them.” 

A Qualified Yes’. Nevertheless, as 
a general rule, the funds will sell 
the stocks they 
like the least, 
buy those they 
find most attrac- 
tive. Given this 
basic fact of fund 
life, surely an 
alert investor can 
turn it to his own 
advantage? The 
answer is a qual- 
ified “yes”—if he 


Herbert Anderson 


Harry I. 
Prankhard I! 
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12 TECHNICAL TREND INDICATORS 
NOW IN ALL CHARTCRAFT REPORTS 


The editors of the Chartcraft Services have added to its regularly published reports, a new 
weekly supplement which covers point and figure analysis of all the leading technical trend 
indicators. The chart of each indicator is presented in clear, easy to read, point and figure style 
with a brief explanation on the interpretation 


The indicators covered by the weekly supplement are 


1. DJ Industrial Index 5. 

2. DJ Rail Index 

. S&P 500 Average 

4. Barron's Confidence 
Index 


Low Priced Comm Index 10. Breadth of the Market 
. High Lew Index (issues traded) 

. Advance Decline Index 11. Disparity Index 

. Odd Lot Balance Index 12. Index of Speculative 

- Odd Let Short Sales Confidence 


If published separately this compendium of technical indicators would be worth many 
hundreds of dollars. Now you can receive it with your regular subscription to the Chartcraft 
Service of your choice. But wait a minute! Perhaps you are not familiar with the Chartcraft 
Services or what they cover. Let me tell you 


Chartcraft is one of the largest Point and Figure publishers in the country, having served 
the trader and investor faithfully for over 14 years. We publish four advisory services based on 
the orinctotes and techniques of point and figure trading—which are explained in the best selling 
(over 55,000 copies in print) book, The Chartcraft Method of Point and Figure Trading 
book is given to you free with your $10.00 trial to any service. 


THE FOUR CHARTCRAFT SERVICES 


Oo Chartcraft NYSE Service—a weekly 0 3. Charteraft OTC Service—a weekly 
service covering over 700 stocks traded on the service covering over 450 of the most active 
New York Stock Exchange—recommends a stocks traded over-the-counter including bank 
Stock of the Week and other trades which are and insurance stocks. You get a Stock of the 
outstanding in the opinion of the editors, Week, selected trading opportunities and buy 
illustrated by actual Point & Figure Charts. SIX and sell signals in each report. SIX WEEK 
WEEK TRIAL SUBSCRIPTION ONLY $10 TRIAL SUBSCRIPTION ONLY $10 


2. Charteraft ASE Service—a_ weekly ) 4. Charteraft Commodity Service—a 
service covering over 450 stocks traded on the weekly service covering over 50 popular com- 
American Stock Exchange—features a Stock modities—with charts for each commodity 
of the Week and other recommendations Wack ae ae ye Se eetetedin ie 
illustrated by actual Point & Figure Charts. SIX the Gpinton ‘of the Thanicrelt cation bik 
WEEK TRIAL SUBSCRIPTION ONLY $10 WEEK TRIAL SUBSCRIPTION ONLY $10 


Note that when you follow the Chartcraft method you get into stocks on the way up or on the 
way down so you don’t tie up capital in dead stocks. As bankers and top businessmen know, 
it’s more profitable to make 5% in a month than 30% in a year. And it is better to have only 
$500 and keep it on the jump than to have $5,000 that never moves 


SEND FOR YOUR 6-WEEK TRIAL AND FREE BOOK TODAY 


There you have it. This is Chartcraft’s story. If you are a serious stock or commodity trader 
you should have one of the Chartcraft Services. And we are making it as simple as pie for you 
to try any service for six weeks at the low cost of only $10 to prove to yourself how valuable 
this report can be to you. With your six week trial we will also send you by Ist class mail 
absolutely free, the classic book in the Point and Figure field—The Chartcraft Method. Just 
mark the box for the pty you want — send your check with this ad today so you can start 
receiving your reports and technical trend indicator immediately. Write to CHART® Pe 
Dept. F-33, 1 West Avenue, Larchmont, N. Y peat 
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BOSTON EDISON 
COMPANY 


Preferred Dividend 
A quarterly dividend of $1.07 
per share has been declared 
payable on the first day of 
November 1961 to stockholders 
of record at the close of business 
on October 10, 1961 of the Com 
pany’s Cumulative 
Stock, 4.25°% Series. 


Preferred 


Preferred Dividend 

A quarterly dividend of $1.20 
per share has been declared 
payable on the first day 
November 1961 to stockholders 
of record at the close of business 
on October 10, 1961 of the Com 
pany’s Cumulative Preferred 
Stock, 4.78°% Series. 


Asset Value. 


Ask for a prospectus 

describing the Fund—reviewing 
its objectives, its record, its in- 
vestments, and offering its shares. 


Common Dividend No. 290 
A quarterly dividend of 75 cents 
per share on the Common Stock 
of the Company has been de 
clared payable on the first day 
of November 1961 to stock- 
holders of record at the close of 
business on October 10, 1961. 

Checks will be mailed from 
Old Colony Trust Company, 
Boston. 

ALBERT C. McMENIMEN 


Treasurer 


Boston, September 25, 1961 
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Growth Industry Shares, Inc. 

6 North Michigan Avenue, 

Suite 1000-D, Chicago 2, Illinois 
Without obligation please send me a copy 
of the prospectus describing your Fund. 
Name 


Address___ 


City____ 

















GROW TH 


INDUSTRY 
SHARES, Inc 


—a Mutual Fund investing in 
stocks selected for possible 
long-term growth 


° 


Priced at Net Asset Value per share plus 3% 
of on investments under $2,000, and down to 
1% on investments of $25,000 or more. Re- 
demption and reinvestment at 100% of Net 











CURRENT RATE 
ON INSURED SAVINGS 


ys WE 


Earnings paid or compounded quarterly 
Southern California's oldest, 
one of the nation’s largest savings 
and loan associations 

—_——e 

In 76 years this trustworthy 
institution has never missed a divi- 
dend nor closed its doors on a 
business day. 

Its savings accounts are held by 
investors throughout the United 
States, and are exempt from per- 
sonal property tax in California. 

Savings are insured to $10,000 
by Federal Savings and Loan 
Insurance Corporation. A number 
of accounts may he arranged to 
provide insurance protection for 
all of them. 

Corporation accounts are ac- 
cepted and insured. 

Funds received by the tenth of 
any month earn from the first of 
that month. 


Assets Over 190 Million Dollars 


=— 
: te SUM 
. id 
ar | SEDERAL 
ree) SAVINGS AND LOAN 
association 
Convenient postage-free mail service 


SEND COUPON FOR FULL INFORMATION 
P.O. Box F-2592, San Diego 12, California 


Name 


Address 
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VS. THE MARKET 


constantly bears the possible pitfalls 
in mind. 

In the first place, unless manage- 
ment gives him a satisfactory expla- 
nation of why it bought or sold a 
stock, he will rarely put much weight 
on the transactions of any one fund, 
however successful a record it may 
have. Instead, he will turn to the 
transactions of the funds as a whole. 
In this way, he will get the overall 
fund “vote” on a security where the 
considerations of individual funds are 
submerged in the total figure. 

Even then, he would do well not to 
follow automatically the funds’ lead. 
If the funds as a whole, for example, 
had bought heavily into auto stocks, 
he would not immediately rush to 
buy them too. He would remember 
the time lag that could be fatal in 
such a volatile industry. But he would 
take a long and careful look at the 
auto companies to see if their for- 
tunes were looking up to the point 
where he should consider a commit- 
ment. 

If the funds turned thumbs down 
on a stock he owned, he wouldn't 
rush to sell it. But he would immedi- 
ately be alerted. Was something going 
amiss that he hadn't yet spotted? 
Prompt investigation could save him 
from a heavy loss. 

Just Plain Wrong. Whatever the 
funds tell him, though, he would be 
well advised not to go overboard in 
dogging their footsteps. Once in a 
while, the funds’ mass verdict can be 
just as plain wrong as that of any 
novice investor toying with his first 
$5,000. The investor has only to re- 
call the mid-Fifties, when the funds 
bought massively into the oils only to 
see them fall into a long decline at 
the end of the decade 
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10 Leading Balanced Funds 











[1957=100 ] 
Indexes use weekly closing prices. 

| Fund indexes assume reinvestment 

| Of capital gains at net asset value. 














ti 


l 
uG. | SEPT. 


15 Heel = 
JUNE | JULY 7 A 








HAR 


IS THE NEW SYMBOL FOR 


HARVEY ALUMINUM 


(INCORPORATED) 


A COMMON STOCK 


NOW BEING TRADED ON THE 


NEW YORK 
STOCK EXCHANGE 


Harvey Aluminum (Incorporated) is a 
primary producer of quality aluminum in 
all alloys and sizes: Pig, ingot, billet, rod 
and bar, pipe, tube, hollow sections, press 
forgings, forging stock, hand forgings 
impact extrusions, electrical bus bar, rigid 
conduit, structurals, special shapes, light 
and heavy press extrusions, screw machine 
and other aluminum products. Related 
products in titanium, zirconium, and steel 











FEDERAL PAPER BOARD CO., Inc. 
Common & Preferred Dividends: 
The Board of Directors of Federa! 
Paper Board Company, Inc. has this 
day declared the following quarterly 
dividends: 

50¢ per share on Common Stock. 

28 %¢ per share on the 4.6% 

Cumulative Preferred Stock 
Common Stock dividends are payable 
October 15, 1961 to stockholders of 
record at the close of business October 
2, 1961 
Dividends on the 4.6% Cumulative 
$25 par value Preferred Stock are pay 
able December 15, 1961 to stock- 
holders of record November 29, 1961. 

ROBERT A. WALLACE 
Vice President and Secretary 

September 20, 1961 
Bogota, New Jersey 





Pacific Gas and Electric 


mpany 


DIVIDEND NOTICE 

COMMON STOCK 

DIVIDEND NO. 183 
The Board of Directors on 
September 20, 1961, declared 
a cash dividend for the third 
quarter of the year of 70 
cents per share upon the 
Company's common capital 
stock. This dividend will be 
paid by check on October 16, 
1961, to common stockholders 
of record at the close of 
business on September 29, 
1961. 

K. C. CHRISTENSEN, 
Vice President and Treasurer 

San Francisco, Calif. 


FORBES. OCTOBER 15, 1961 








BEST *°6 
INVESTMENT 
| EVER MADE 


By a Barron’s Subscriber 


One of the most profitable moves of my 
investing experience cost me only $6. For 
this small sum I began to acquire an asset 
that has brought me untold benefits. 

mean the knowledge of investment 
values I’ve gained by subscribing to Bar- 
ron’s National Business and Financial 
Weekly. 

This has helped me do a better job of 
separating good investments from d 
investments. I have built my capital and 
increased my investment income. I have 
gained greater peace of mind financially. 

This story exemplifies how Barron's serves 
its readers. There is no other publication 
like it. It is written for the man who makes 
up his own mind about his own money. 

Barron's is a Dow-Jones publication, and 
has full use of Dow Jones’ vast, specialized 
information in serving you. 

In Barron’s you are shown what, where, 
and why the REAL VALUES are, behind 
current security prices. You get clear, well- 
founded information each week on the con- 
dition and prospects (the changing for- 
tunes) of individual corporations—and on 
industrial and market trends 

Barron's subscription price is $15 a year, 
but you can try it for 17 weeks for 

This trial subscription for $6 will bring you 
the investment implications of current politi- 
cal and economic events and the perspective 
you must have to anticipate trends and grasp 
profitable investment opportunities. 

See for yourself how important Barron's 
can be to you in the eventful weeks ahead. 
Just tear out‘this ad and send it today with 
your check for $6; or tell us to bill you. 
Address: Barron's, 200 Burnett Rd., Chicopee 
Falls, Massachusetts. F-1015 





STATEMENT REQUIRED BY THE ACT OF 
AUGUST 24, 1912, AS ar mx BY THE 
ACTS OF MARCH 3, 1933, JULY 2, 1946 
AND JUNE 11, 1960 (74 STAT. 208) SHOW 
ING THE OWNERSHIP, MANAGEMENT, 
AND CIRCULATION of 45 published 
Twice a Month at New York, N. Y., for October 
1, 1961 
1. The names and addresses of the 

publisher, editor, managing editor, 

manager are 

President—Bruce C 
New York 11, N. Y. 

Publisher & Editor-In-Chief—M —*< S. Forbes, 
70 Fifth Avenue, New York 11, y 

Editor—James W. Michaels, 70 Fifth Avenue, New 
York 11, N. Y. 

Managing Editor—None. 

Vice-President and Business Manager—Leslie C 
Quick, Jr., 70 Fifth Avenue, New York 11, N. Y. 
2. The owners are: 

Forbes Inc., 70 Fifth Ave., New York 11, N. Y. 

Bruce C. Forbes, 70 Fifth Avenue, New York 


S. Forbes, 
Y 


Ge rion 8 


president, 
and business 


Forbes, 70 Fifth Avenue, 


Mz ae -olm 70 Fifth Avenue, New York 


Forbes, 70 Fifth Avenue, New York 


4 
Wallace F. 


Forbes, 70 Fifth Avenue, New York 
G Weiner, "70 Fifth Avenue, New York 11, N. Y. 

The known bondholders, mortgagees, and other 
security holders, owning or holding 1 per cent or 
more of total amount a teste mortgages, or other 
securities are: None. 

4, Paragraphs two and three include, 
where the stockholder or security holder appears 
upon the books of the Company as trustee or in 
any other fiduciary relation, the name of the person 
or corporation for whom such trustee is acting; 
also the statements in the two paragraphs show 
the affiant’s full knowledge and belief as to the 
circumstances and conditions under which stock- 
ielifere and security holders who do not appear 
upon the books of the Company as trustees, hold 
stock and securities in a capacity other than that 
of a bona fide owner. 

The average number of copies of each issue of 
this publication sold or distributed, through the 
mails or otherwise, to paid subscribers during the 
12 months preceding the date — above was: 
3 2 

“er WEINER, 

Savin Forbes Inc 

Sworn to and subscribed before me this 25th day 
of September, 1961. 

Sondra C. Corff, ag 7 A Public. 

My commission expires March 30, 196 


in cases 


Valuable booklets are published by 
many concerns and made available free 
to interested businessmen. The best of 
these on matters of wide interest are 
listed as a service to Fores’ readers. 
Address your request, by number, to: 
Subscriber Service Dept., Forses Maga- 
zine, 70 Fifth Avenue, New York 11, N.Y. 


562. Ir Is Nor Too Late in LatTIN 
America. How can US. aid to Latin 
America best be used? J. Peter Grace, 
president of W.R. Grace & Co., a company 
with more than a century of experience 
in that area, offers some intelligently 
hard-headed proposals. For example, 
Grace argues the US. could help open up 
frontiers through a Lend-Lease program 
to provide essential heavy equipment. 
Latin American countries, he points out, 
could circumvent the emotion-loaded 
problem of land reform through resettle- 
ment. He also urges exporting such U‘S. 
financing techniques as savings & loan as- 
sociations and mutual funds (60 pages). 


563. Stock PLANS FoR EMPLOYEES. In 
1960, one out of every five companies 
listed on the New York Stock Exchange 
encouraged employees to become share- 
owners in the company through some 
kind of stock acquisition plan. This 
booklet, published by the Exchange, de- 
scribes three popular acquisition plans 
—stock purchase, savings & thrift and 
profit-sharing, how they work and who 
sponsors them (24 pages). 


564. HEALTH CARE FOR THE AGED IN THE 
State oF WaAsuHrINGTON. The state of 
Washington has supported a comprehen- 
sive medical assistance program for old 
people since 1940. Today the program 
provides physicians’ services and dental 
care, pays drug, hospital and nursing 
home expenses for some 48,000 elderly 
citizens. Annual cost to the state: about 
$20 million. The Health Information 
Foundation, a research organization sup- 
ported by some 200 drug and chemical 
companies, selected Washington to study 
the possibilities and the problems of a 
liberal state program (19 pages). 


565. BREAKTHROUGH! This beautifully 
illustrated booklet about India drama- 
tizes the country’s economic predicament. 
Since 1951, India has squeezed $18 billion 
from her own economy for capital invest- 
ment. Yet, at this rate, annual per capita 
income will not reach $130 until around 
the year 2010. “The Indian has been cele- 
brated for his patience,” points out the 
authors, the Friends of India Committee. 
“Yet it would be unrealistic to expect 
him to place his full trust in democratic 
methods if . . . a breakthrough is to be 
postponed for another 50 years.” The 
booklet outlines India’s needs for its next 
five-year plan (32 pages). 





ROWE PRICE 
NEW HORIZONS 
FUND, INC. 


OBJECTIVE: Growth of capital through in- 
vestment in a speculative portfolio con- 
sisting primarily of common stocks. 


OFFERED AT NET ASSET VALUE: There is no 
sales load or commission. 


A Prospectus explaining how shares may 
be purchased end at what time they 
will b ble may be ob- 
tained from the Fund. 





Rowe Price New Horizons Fund, Inc. 
10 Light Street, Dept. 8 
Baltimore 2, Maryland 


NAME 








ADDRESS 

















| ” Making Profits in 
STOCKS 


by POINT and FIGURE technique 


This method of market analysis builds your 
independent judgment in helping to select 
the right stocks at the right time. Widely 
used by professional traders and investors 
for Making Market Profits—and Keeping 
Them. 


FREE ON REQUEST 


Literature on Figure Charts of Stocks and 
Commodities a daily price change 
service . . . and instruction material. All 
will be sent free on request. Just write 
for Portfolio F-92. 


MORGAN, ROGERS & ROBERTS, Inc. 
150 Broadway * New York 38, N. Y. 








ACCOUNTANTS 
ATTORNEYS 

INSURANCE AGENTS, ETC. 
Part or Full Time 


Earn additional income by investing your 
clients’ funds insured by agencies of the 
U.S. Government. Your clients can now earn 
up to 5% % per annum with interest pay- 
ments up to 12 times a year. Currently being 
purchased by individuals, corporations, pen- 
sion, profit sharing, and welfare funds, 
labor and credit unions, trusts, churches, 
life insvrance companies, etc. 

There is no charge to your clients for our 
services. Write for details. Send Resume. 


GG-49, P.O. Box 15, Old Chelsea 
New York 


Dept. 
Station, New York 11, 








PHOTO CREDITS 


Page 17: Binghamton Sun- 
Bulletin 


Pages 12, 30: Wide World 

















COLUMBIA PICTURES 
CORPORATION 


The Board of Directors at 
a meeting held today de- 
clared the regular quarterly 
dividend of $1.06% pershare 
on the $4.25 Cumulative 
Preferred Stock of the com- 
pany, payable November 
15, 1961, to stockholders of 
record November 1, 1961 


LEO JAFFE 
First Vice-Pres. & Treas. 
New York, September 26, 1961 
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BOOK 


Books reviewed in this column are not obtain- 
able from Forbes, but may be purchased from 
your local bookseller or direct from the publisher. 


Wesster’s Torrp New INTERNATIONAL DIc- 
TIONARY (UNABRIDGED). Philip Babcock 
Gove, Editor in Chief. G.&C. Merriam 
Co., Springfield, Mass. $47.50. 

Change is not a synonym for progress. 
This new edition of the big American 
dictionary lists 100,000 words that 
weren't in the previous edition. But to 
make room for them, the editors have 
dropped the biographical section, the 
gazeteer, titles of books and paintings 
and names of literary and mythological 
characters. For some reason, however, 
they have found room for five pages of 
tables on commercial dyes. 


Tue Cominc Tests witH Russia, By Wal- 
ter Lippman. Atlantic-Little, Brown, 
Boston, Mass. $2.50. 

In 37 pages, the result of a long inter- 
view at the Kremlin, Pundit Lippman 
tours the craggy mind of Nikita Khrush- 
chev pointing out some notable places of 
interest—i.e., Khrushchev’s suspicion of 
the role of the “Rockefellers” and 
“du Ponts” in the present U.S. admin- 
istration; his change of mind about neu- 
tralism (he doesn’t like it anymore). In 
a brief but incisive postscript, Lippman 
appraises the chances for the Cold War 
turning hot. 


Tue Ace or Reason Becins. By Will and 
Ariel Durant. Simon & Schuster, New 
York, N.Y. $10. 

For a layman, Mr. and Mrs. Durant’s 
Story of Civilization series is the ideal 
tutor in the history of ideas. This volume, 
the seventh, is the best of the lot, largely 
because it covers the period (1558-1648) 
in which the Durants are most expert. 
Against a lively background of scandals, 
battles, folly and violence, the authors 
portray the birth of the modern mind 
and its expression by the artistic giants 
of the era. Though the reader might 
wish for a more impassioned viewpoint 
toward the opposing men and ideas of 
the time, he must admire the lucidity 
with which the cases are presented and 
the restraint with which they are judged. 


AWAKENED CuHrna: THE CouNTRY AMERI- 
cans Don’t Know. By Felix Greene. 
Doubleday, New York, N.Y. $5.95. 

Greene, an alert British reporter, gives 
an eyewitness account of Red China’s 
social revolution and the formidable 
challenge it presents. There is a good 
reason for believing that Greene, who 
could obviously see only what his Red 
hosts wanted him to see, may have 
been overimpressed with the extent of 
Mao’s accomplishments and of the Chi- 
nese people’s acceptance of his rule. 
Nevertheless, this rare, first-person re- 
port by a trained journalist contains 
much valuable information on what is 
going on inside the once sleeping giant 
of Asia. 


BASEBALL IN America. By Robert Smith. 
Holt, Rinehart & Winston, New York, 
N.Y. $10. 

Yet another history of baseball, but 
this time by a true amateur (in the 
French sense), not a sportswriter. A 
novelist by trade, Smith sees no need to 
be encyclopedic in his recounting the 
100-year history of the game. But he 
tells his anecdotes and parades his char- 
acters with a zest that is altogether win- 
ning. Over 200 pictures revive dozens of 
dead heroes, some of whom you thought 
everyone had forgotten but you. 


AMERICAN BUILDING ART: THE NINETEENTH 
Century. $15. and AMERICAN BUILDING 
Art: THe TWENTIETH CenTuRY. $12.50. By 
Carl W. Condit. Oxford University Press, 
New York, N.Y. 

In addition to an encyclopedic offer- 
ing of rich and varied technical informa- 
tion on construction, Mr. Condit vigor- 
ously presents his theories about the 
forces behind American building. The 
railroads in the 19th century, he points 
out, were the only institutions rich 
enough to carry out broad plans of civic 
construction. In the 20th century, this 
role has not yet been filled by public 
authorities with the result that the maga- 
lopolis of the future looms that much 
nearer. One undesirable result: New 
York’s new Pan American building built 
above Grand Central station will make 
the corner of Park Avenue and 42nd 
Street “the first intersection rendered 


permanently impassable by traffic.” 


DOW JONES OUTPERFORMED MORE THAN 10 TIMES 





Since Nevember 20, 1959—Dow Jones Industrial Average Up 7.2% 
My $250 Monthly investment Account Up 127.6% 


HERE'S HOW | DO IT! By devoting my full time to hunting outstanding 
profit opportunities with Jow downside risk. | seek these opportunities in 
little-known companies throughout the United States who: s:ock is 
usually sold over-the-counter, companies I believe to be « 
wide recognition. Some are leaders in rapidly expanding ind 
not been widely publicized to investors. 


Market 
9/25/61 
Purchases Bid or Last % Gain 
Date Shares Price Price (Loss) 
11/23/59 18 111.8% 
3/14/60 35 128.0 
6/27/60 7 3.3 
7/11/60 33 22.7 
7/27/60 49 145.0 
9/26/60 26 309.4 
10/10/60 3% 51.0 
10/31/60 43% 120.4 
10431 /60 28% 261.5 
1/16/61 65 263.8 
2/20/61 52.9 
2/20/61 257.9 
3/13 (35.4 
J. C. S. Electric 4/10/61 (23.0) 
Simon Hardware 5/22 (37.3) 
Pacific Veg. Oil 6/5/61 (0.8) 
E. F. MacDonald 5/31 102.5 
E. F. MacDonald 6/1/61 43.3 
Marrud, Inc. 7/3/61 37.4 
HERE'S WHAT YOU GET! Not only monthly reports of the progress and | World Color Press 7/20 42.8 
status of my Regular Monthly Investment account which you can follow, peer tee . 7/31 187 
investing $250 monthly or ess, but also revealing reports on my $50,000 | 5°" canter pes — 


tae . | Onyx Chemical 8/28 (15.3) 

Capital Gains Account: Regular Monthly Detailed Reports on selected | 

growth situations, Current Purchase and Sale Recommendations, Com- | __ COMPLETED 
‘ ; : :' | TRANSACTIONS 

ments and Follow-up on Previous Recommendations and—when indi- | 


, = a ; | Financial Fed. 
cated—Interim Reports sent on a ‘‘flash’’ basis. | Sheraton $25 Ws. 


REMEMBER... MY OWN MONEY BACKS UP EVERY RECOMMENDATION || 0°30" 
MAKE. The Coupon brings you the complete service for three months as a trial for only $5. 


Gt. No. Gas B. Wis. 


Lasco Industries 
Trons- World Fin. 
West Coast Growth Situations 5 Mamel, Sen, 
William F. Crawford Investment Reports « 36 Tappan Road, San Anselmo, Ceolif. 
(This offer applies only to new subscribers) 


$250 MONTHLY INVESTMENT ACCOUNT 


PORTFOLIO 9/25/61 
Wayne Mfg. 
Pacific Veg. Oil 
Eichler Homes 

J. Magnin 

Chic. Musical Inst. 
Palomer Mortgage 
Lesco Industries 
Calif. Financia! 
Trans- World Fin. 
Mattel inc. 
Nevado Not. Gas 
Palomar Mortgage 
Linair Engineer 


¢ of 
have 


Detailed reports on recommendations are based on thorougi 
including personal on-the-scene interviews with corporate officials 


LET'S LOOK AT THE RECORD. The list on the right is a complete report of 
actual transactions made in my $250 monthly investment account since 
November 20, 1959. Subscribers received full reports, as you will, indi- 
cating my intentions to buy or sell and giving reasons im time for you to 
make transactions at approximately the same prices. 


sf70N, 





% Gain 

Date (Less) 
12/59 73.1 
1/60 (9.1) 

4/60 28.1 

7/60 91.0 

2/60 . 19.4 

10/60 136.1 
10/60 194.5 
1/61 145.8 

5/60 196.0 

10/60 124.0 
9/60 200.0 


Palomar Mortgage 
| Calif. Financial 
| Palomar Mortgage 


CONCLUSIVE RESULTS 


| Morket value of Portfolio 9/25/61 . ° 
| Invested to date ($250.00 per month X 23 mos.) ... . 


Total Gain to date 


NAME 








Address__ 
rT] Bill me $5 for 3-months Cc 


LJ trial subscription 





- « $13,088 
ee 5,750 


core cece ccs o $7,808 OF 127.6% 


Enclosed is my check for $5 for 
4-month trial subscription 
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(CONTINUED FROM PAGE 46) 





than mass production. 

Some time ago I suggested Miehle- 
Goss-Dexter, then around 30, as an 
interesting long-term speculation in 
the graphic arts industry. Although 
the stock now is selling in the mid- 
40s, I think it again has interest. As I 
understand it, 1962 should be a bet- 
ter year. There has been a pickup in 
business in the past few months and 
operations will not be burdened by 
new product development costs or the 
fact that the Miehle division booked 
orders at less than the usual profit 
margin. The latter probably will re- 
sult in fiscal 1961’s sales and earnings 
being a little less than the $3.57 re- 
ported for 1960. With the order back- 
log now probably around $50 million 
(excluding the English subsidiary 
which has a three and a half year 
backlog), I think $4 might be in the 
ball park for 1962. 

Several readers have asked if the 
optimistic automobile industry pre- 
dictions for next year are only “the 
usual publicity.” In the past, while 
the industry seldom has been right on 
its numerical predictions, it almost 
always has been right as far as the 
direction of the trend is concerned. 
Furthermore, as able Jim Dawson of 
the National City Bank of Cleveland 
points out, new car demand has al- 
ways risen in a business recovery 
year. The average gain in automobile 
sales in the six recovery years since 
1926 was 32%. For this and other 
reasons, the General Motors forecast 
of a 7.2 million car year in 1962 (this 
year’s sales will be under 6 million) 
could well hit the bulls-eye. This is 
still one of my favorite groups. 

Earlier this year I had thought 
National Distillers would earn more 
than the pro forma $1.81 of 1960. While 
I've revised my earlier estimates 
downwards to about $1.70 per share, 
I think it’s equally important to note 
that a turn for the better began in 
the third quarter and there is strong 
evidence it will continue through 1962. 
Specifically, polyethylene volume is 
running substantially ahead of 1960, 
the downward trend at the Bridge- 
port Brass division has been reversed, 
and fertilizer sales are ahead of last 
year. Industrial chemical demand 
is also reflecting the present improved 
level of business activity. Further, the 
liquor inventory run-off should just 
about be completed when the normal 
holiday demand asserts itself. Al- 
though National Distillers may not 
possess great immediate market ex- 
citement, I believe the stock still 
offers the possibility of long-term 
capital gains. 
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ANY OF THESE 22 STOCKS 
COULD SPLIT IN 60 DAYS 


The Number of Shares You Hold Could Double or Triple 


Our staff using the latest market statistics 
has just completed a most timely survey. It 
examined the history, price, earnings poten- 
tial and capitalization records of hundreds 
of > for stock-split possibilities. We 
want to find out which companies might 
exchange 2, 3 or 4 shares of stock for one of 
the old in the near future. Out of this has 
come our exclusive list of 22 stock-split 
candidates, companies that show excellent 
promise 
As you know, stock-splitting cuts the stock’s price 
per share to a popular buying level. This usually 
attracts more investors Jemand for the stock 
= up. And often, so do prices and the dividends 
This list is available nowhere else, but you can 
have it—for a limited time only 


To clearly demonstrate the value of the Dow 
Theory Investment Service, we will send you this 
valuable list ot 22 STOCKS LIKELY TO SPLIT 
with our compliments, together with a 30-day trial 
subscription to the Service. We offer this combina- 


tion as a current example of the kind of useful 
up-to-the-minute information our subscribers re- 
ceive every week. This offer is open to new trial 
subscribers only. All we ask in return is the cost 
of postage and handling ($1) 





COMPARE THIS FOR PROFITS 
DOW THEORY GROWTH LIST Up 96.4% 

Dow-Jones Ind. Average up....28.5% 
(From Nov. 28, 1958 to Sept. 15, 1961) 


4 DOW MODEL PORTFOLIOS Up 164.7% 
(From Jan. 31, 1958 to Sept. 22, 1961) 


OVER-THE-COUNTER LIST Up 47.2% 
Dow-Jones Ind. Average up....24.3% 
(From Sept. 30, 1960 to Sept. 1, 1961) 





SPECIAL DOLLAR OFFER-———————-—-—-\ 


DOW THEORY FORECASTS, INC. 


17 E. 48th Street, Dept. F 10-15, New York 17, New York 


Please enroll me as a Trial Sub- 
scriber to your Dow Theory 
Forecasts Investment Service 
and send me your complete 
Service for the next 30 days 
including the Model Portfolios 
Over-the-Counter Stocks and 
Growth Stock List. Also send me 
“22 STOCKS LIKELY TO 
SPLIT."’ I enclose $1 to help 
cover postage and handling 
charges 


NAME 


ADDRESS 


city 





STATE 





‘Getting Your Dollars’ Worth in 


MUTUAL FUNDS? 


FundScope gives money saving .- "7 on 
these supervised investments helps you get 
the highest income and capital appreciation from 
your investment dollar The only publication 
of its kind, FundScope highlights news and items 
out of the ordinary digests information, pro- 
vides special features, unusual facts and current 
performance data on 237 mutual funds, invest- 
ment companies and management-companies 
Discover for = how proven research and 
analysis can help 

SEND JUST $2 today for an introductory 3 month 
trial to FundScope and receive as a FREE BONUS 
the 1961 MUTUAL FUND BUYING GUIDE. (Offer 
limited to new trial subscribers only.) FundScope 
does not sell mutual funds. No salesman will call 


Fun , Dept. F-7 
470 s. San Vicente, | ‘Los Angeles 48, Cal. 





WHICH 10 STOCKS 
ARE IN A STRONG 
PRICE UPTREND?? 





FOR THE 
ASTUTE INVESTOR 


who wants the facts and guidance to help 
assure investment profits, FINANCIAI 
WORLD offers the experience of 59 years 
of successful service to investors m every 
kind of market. Accept this Special Intro- 
ductory 26-WEEK Subscription at ONLY 
$12 and receive 26 weekly issues of 
FINANCIAL WORLD, 6 monthly Supple 
ments of “INDEPENDENT APPRAIS- 
ALS” and ADViCE-by-MAIL Privilege, 
PLUS the annual $5 STOCK FACTO- 
GRAPH MANUAL, Write Dept. FB-1015, 
FINANCIAL WORLD, 17 Battery Place, 
New York 4, N. Y. 
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pha Cement 
} —, Home Prdcts. 


Soneneial Fis Reynolds Alum. 
om Steel E : si Smith Corona 


|NAFI 
Nat. Distillers 
LM. Y. Central 
a) Owens IIlinois 


[) Eastern Air Lines 
El Paseo Nat. Gas 


aso Nat. 
|_| General Foods 


— m Stee 
any Lee Aircraft 

iitcase. 

Curtiss Wright 


| Texas Instr. 

Tidewater Oi! 

Transitron 
Zenith 


Each week Investors Research analyzes over 600 stocks in 50 key industry groups and charts definite long 


and short term price trends for each of these issues. In the 30 stocks lis 


ted above 10 show a strong price 


uptrend, while the others are either neutral or in a downtrend. If you own any of these stocks (or any 


= for that matter) the offer we are going to make could easily 


loss to you in the critical months ahead. 
ACT NOW 


spell the difference between profit 


t As a special offer to new trial subscribers only, Investors Research will send you for ee suet 


$1 a full 5 week trial to the complete I. R. service including: Weekly Market Analysis Report, 
eekly 


Stock Analysis Report, 


Projected Value Report and the Octo 


ber Industry Group Analysis in In 


addition we will ty as a —-« a copy of our special bulletin “‘A Positive Investment Program.’ 


delay, send $1 tod 


na Street 


Santa Barbara, Calif. 


Name 
Address 


INVESTORS RESEARCH* ~------- 


Company (Dept. F-111) 
922 


Please airmail 7 ial offer tains 
bonus bulletin. Enclosed is 


*Serving Investors in 50 States and 20 Foreige Nations. 





Facts about 
industrial 
opportunities 
in the area 
we serve in 
Utah 

Idaho 
Colorado 
Wyoming 


Write for FREE COPY 
Box 899, Dept. N 
Salt Lake City 10, Utah 


Inquiries held in strict confidence 


POWER 
C LIGHT eee 


A Shoah, Comppasuy 
CO. we @ Srounag Wat 





One of New York's finer 
hotels —in exclusive 
Washington Square. 
Spacious single rooms 
from $10 daily. With air- 
conditioning from $12-$14. 
Lavish 2 and 3 room apts. 
with serving pantries. 
Substantial savings by the 
month or on lease. 


N. Scheinman, Managing Director § 
GR 3-6400 
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For Greater 
INDUSTRIAL 
OPPORTUNITIES 











SOUTHERN RAILWAY SYSTEM 


te LOOKING FOR A PLANT SITE? 


FOR PROFESSIONAL 
FACTORY LOCATING 
SERVICES 
write, wire or phone J. D. Eppright 


TEXAS POWER & LIGHT CO. Dallas 
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be assumed that any “dirt” that will 


be dug up will be given prompt and | 


wide publicity—is that they will lead 
to exaggerations and to “guilt by asso- 
ciation.” This may affect particularly 
some, of the less seasoned companies 
whose spectacular price movements 


tend to invite suspicion of dubious | 


practices, although in most instances 
it will be found that the principal 
cause was merely the narrowness of 
the market, a grotesque imbalance of 
supply and demand. 


In view of the favorable outlook | 


for business I do not foresee any les- 
sening of investment demand for 
equities in the months ahead. But I 
expect such demand to be more dis- 
criminating, more selective and di- 
rected primarily at stocks of seasoned 
character and less at issues whose 
merits are potential rather than 
actual. 

At the risk of being repetitious I 
again call attention to Ford (104), 
which, even after the 30% rise since 
the latest sale of stock by the Ford 
Foundation (at 8042), represents one 
of the best relative values among 
stocks of sound quality. Without is- 
suing any additional stock, Ford dur- 
ing the past year has expended, or 
committed, half a billion dollars for 
acquisitions: for the full ownership 
of Ford of England, the sparkplug and 
battery business of Electric Autolite, 
and now Philco. What company, of 
any size, displaying similar vigor and 
dynamism, can be had for 14 times 
this year’s earnings, with at least 
equal and most probably substantially 
higher profits in store in 1962? 

I have not been an enthusiastic ad- 
mirer of General Electric (74) in the 
past (Forses, Mar. 1), but there are 
indications that the low point in the 
fortunes of this company has passed 
and that profit comparisons from here 
on will become increasingly favor- 
able. Although first-half earnings 
were only $1.05 a share, results for 


| the full year could reach $2.70. This 


would suggest an early return to 1959 
profit levels when GE reported a rec- 
ord net of $3.17 a share. As investors 
regain confidence in the company’s 


future, the price of the stock should | 


recover the ground it lost in the last 


| two years, a period which has been | 


exceptionally trying for General 


| Electric. 


Carter Products (70), whose proud 


| dividend record reaches back to 1883, 
| shows no signs of old age. After suf- 


fering a temporary setback last year 
(due partly to the introduction of a 
competing tranquilizer drug and 





20 E. 41ST STREET, NEW YORK 17, N.Y. 


dend from 7¢ (seven cents) to 9¢ 
(nine cents), declared cash 
dividends of 9¢ (nine cents) per 
share on the Class A common stock 
each month for the next three 
months as follows: 
12th Consecutive Regular 
Cash Dividend 
9¢ per share to Shareholders of 
record at the close of business on 
October 16, 1961 payable on October 
31, 1961. 
13th Consecutive Regular 
Cash Dividend 
9¢ per share to Shareholders of 
record at the close of business on 
November 15, 1961 payable on No- 
vember 30, 1961. 
14th Consecutive Regular 
Cash Dividend 
9¢ per share to Shareholders of 
record at the close of business on 
December 15, 1961 payable on De- 
cember 29, 1961. 


J. M. TENNEY 


President 


GARDNER 





110th CONSECUTIVE 
DIVIDEND 


ON COMMON STOCK 


A quarterly dividend of $.50 
per share on the common 
stock of Gardner-Denver 
Company has been declared 
by the Board of Directors of 
the company, payable Dec. 
1, 1961, to stockholders of rec- 
ord at the close of business 
on November 9, 1961. 


©. C. Knapheide, Jr. 








Quincy, Iilinois 
Sept. 28, 1961 


Secretary 














FIGHT CANCER 
With A Checkup 
And A Check 
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partly to the Government's order to | 
take the word “liver” out of its Little 
Pills), Carter is coming back strongly. 


The June quarter produced near rec- 
ord profits of 97c a share and earnings | 
for the fiscal year ending March 31, | 
1962 may possibly top the 008-50 | 


earnings peak of $3.44. This company | THIS ISSUE 
is superbly strong financially. Its | Volume 88, Number 8 

capitalization consists solely of 2.6 
million common shares, and cash 
items alone amount to nearly twice 
total current liabilities. 

Carter is a well-balanced company 
with firmly established positions in 
ethical drugs (Miltown), proprie- 
taries (Carter's Little Pills) and 
toiletries (Arrid, Rise). With the 
average industrial stock presently | 
selling at over 22 times earnings, a 
blue chip like Carter with an indi- 
cated price ‘earnings ratio of about | 
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20 seems comparatively undervalued. 
Not so many years ago Amerada 
Petroleum (75), had the distinction of 
being the favorite of the institutional 
investor. At its 1957 high of 147% 
the stock sold at what then was an 
exceptionally high price in relation to 
earnings and its $2 dividend rate pro- 
vided a mere token yield of 1.35%. 
Since 1957 the D-J average has 
climbed another 200 points, but Amer- 
ada is now 70 points cheaper. Yet 
Amerada’s profits are headed for new 
highs and the dividend, recently raised 
to a $3 annual rate, now produces a 
respectable return of 4%. 

While Amerada is primarily a do- 
mestic crude oil producer, the com- 
pany has a major stake in the prolific 
oil fields of Libya, which in a matter 
of a few years could match, if not 
surpass its entire output in this coun- 
try. None of this realistic potential 
is expressed in the stock’s present 
price, which has been exceeded in 
every single year since 1951. 

Obviously, oil stocks are not popu- 
lar with investors nowadays and per- 
haps one should not try to oppose 
strong prejudices. But the values are 
there and, if investors don’t appre- 
ciate them, the oil companies them- 


selves are more than eager to pay | 


hard cash for these values, far in 
excess of prevailing market prices. 


For example, if the pending sale of its | 
properties goes through, stockholders | 
of Honolulu Oil will receive $101.28 a | 
This is about 2% times last | 
Similarly, | 


share. 
year’s low price of 40%4. 
Argo Oil rose from a 1960 low of 23% 
to a recent high of 623, when both 
Atlantic Refining and Sinclair Oil 
started to bid for the property. If 
Argo is worth whatever Atlantic Re- 
fining will pay for it, then Amerada 
is worth—oh, what is the use of 
dreaming, the Department of Justice 
would never permit it. 
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Allis-Chalmers 

American Telephone & 
Telegraph 
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Bank of America 
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NEXT ISSUE: 
Powerful Thrust? Painfully, and finally successfully, United Aircraft changed 
from the U.S.’ biggest maker of piston aircraft engines to the No. One pro- 
ducer of jet engines. But can its profits get back to where they were? For a 
close appraisal, see Forses next issue. 


Forses, 70 Fifth Avenue, New York 11, N.Y 


1 Year $7.50 


F-1230 


Please send me Forses for the period checked 
(0 2 Years $12.00 
| Enclosed is remittance of $.... 1) 1 will pay when billed 


(0 3 Years $15.00 


C- Renewal 


State 


Pan American and Foreign $4 a year additional 











ON THE 


THOUGHTS BUSINESS OF LIFE 


That should be considered long 
which can be decided but once. 
—Syrus. 


The value of all things contracted 
for is measurable by the appetite of 
the contractors, and there the just 
value is that which they be contented 
to give. —THOMAS Hoses. 


It is my belief that the only power 
which can resist the power of fear is 
the power of love. —ALAN PATON. 


More than one cigar at a time is 
excessive smoking. —Mark Twaln. 


I do not attach much importance to 
America’s bombs. I attach impor- 
tance to her great vitality and in- 
tegrity. The strength of America is 
deeper and more significant than her 
financial power. —JAWAHARLAL NEHRU. 


We want a few mad people now. 
See where the sane ones have landed 
us. —Gerorce BerNnarD SHAW. 


Our dignity is not in what we do, 
but what we understand. The whole 
world is doing things. 

—GeorGce SANTAYANA. 


It is the calling of great men, not 
so much to preach new truths, as to 
1escue from oblivion those old truths 
which it is our wisdom to remember 
and our weakness to forget. 

—SIDNEY SMITH. 


Personally I am always ready to 
learn, although I do not always like 


being taught. —Wuinston CHURCHILL. 

Everyone expects to be better than 
he was born and every generation has 
one big impulse in its heart—to exceed 
all the other generations of the past in 
all the things that make life worth 
living. —WILLIAM ALLEN WHITE. 


Democracy is a cause that is never 
won, but I believe it will never be 
lost. —Cnar.es A. BEArD. 


As in walking it is your great care 
not to run your foot upon a nail, or 
to tread awry, and strain your leg; so 
let it be in all the affairs of human 
life, not to hurt your mind or offend 
your judgment. And this rule, if ob- 
served carefully in all your deport- 
ment, will be a mighty security to you 
in your undertakings. —EPICTETUS. 
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It is an article of faith in my creed 
to pick the man who does not take 
himself seriously, but does take his 
work seriously. —Micuaet C. CAHILL. 


A friend is someone you don’t have 
to be nice to. —ArNnoLp H. GLasow. 


Remember what Simonides said— 
that he never repented that he had 
held his tongue, but often that he had 
spoken. —PLUTARCH. 


With money I'll throttle the beast- 
blind world between my fingers. 
Without it I am strapped: weakened, 
my life is a curse and a care. 

—THOoMAS WOLFE. 


B. C. FORBES 


Character is 24 carat. Repu- 
tation may be but the tinsel. 


Fear is an acid which is pumped 
into one’s atmosphere. It causes 
mental, moral and spiritual asphyxia- 
tion, and sometimes death: death to 
energy and all growth. 

—Horace FLETCHER. 


Well arranged time is the surest 
mark of a well arranged mind. 
—PITMAN. 


Everyone needs a warm personal 
enemy or two to keep him free of rust 
in the movable parts of his mind. 

—GENE FowLer. 


When virtue is lost, benevolence 
appears; when benevolence is _ lost, 
right conduct appears: when right 
conduct is lost, expedience appears. 
Expediency is the mere shadow of 
right and truth; it is the beginning of 
disorder. —Lao-TSsE. 


Associate yourself with men of good 
quality if you esteem your own repu- 
tation; for ’tis better to be alone than 
in bad company. 

—GEorRGE WASHINGTON. 


We win half the battle when we 
make up our minds to take the world 
as we find it, including the thorns. 

—Orison S. MARDEN. 


To be a liberal one doesn’t have to 
be a wastrel. —Paut H. Dovc as. 


Every great man is always being 
helped by everybody; for his gift is 
to get good out of all things and all 
persons. —JOHN RUSKIN. 


Society is a partnership in all sci- 
ence; a partnership in all art; a part- 
nership in every virtue and in all 
perfection. As the ends of such a 
partnership cannot be obtained in 
many generations, it becomes a part- 
nership not only between those who 
are living, but between those who are 
dead and those who are to be born. 

—EpMuND Burke. 


To say nothing, especially when 
speaking, is half the art of diplomacy. 
—Wit Durant 


He that fancies himself very en- 
lightened, because he sees the defi- 
ciencies of others, may be very 
ignorant, because he has not studied 
his own. —Butwer-LytTTon. 


Knowledge is a treasure but prac- 
tice is the key to it. 
—THOMAS FULLER. 


There is no personal charm so great 
as the charm of a cheerful tempera- 
ment. It is a great error to suppose 
this comes entirely by nature—it 
comes quite as much by culture. 

—HeEnry VAN Dyke. 


In all things it is better to hope 
than to despair. —GOETHE. 


We are forced to measure each 
moment partly in and of itself, for if 
everything is justified solely by the 
future, life becomes rather futile. 

—Matcoitm R. SuTHERLAND JR. 


Nothing is enough for the man to 
whom enough is too little. 
—EPICURUS. 


More than 3,000 selected “Thoughts” 
available in a 537-page book. Regu- 
lar edition, $5. 





A Text... 


Sent in by David W. James, Den 
ver, Colo. What's your favorite 
text? A Forbes book is presented 


to senders of texts used 


Through wisdom is a house builded; and by 
understanding it 
knowledge shall the chambers be filled with 
all precious and pleasant riches. 


is established: And by 


—Proverss 24: 3-4 
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The development of air traffic control capable of 
keeping pace with the continuing growth in density 
and speed of airborne traffic, exemplifies the ad- 
vanced state of contemporary electronics. The com- 
plex highways in the sky are now efficiently patrolled 
by a network of air route surveillance radars which 
permits effective enroute supervision of aircraft. At 
the terminals also, airport surveillance radars are 
safely monitoring the heavy schedules of arrivals 
and departures. 

Engelhard Industries, Inc. manufactures a great 
variety of precious metal and related products for 
the electronics industry. In radar systems, for ex- 
ample, the signals used for plotting locations are 
stored in delay lines for periods that may be meas- 
ured in microseconds. For this critical purpose we 
manufacture fused quartz components in which the 
storage of those signals is accomplished. Other En- 
gelhard products for radar include slip ring assem- 
blies, semi-conductor materials, wave-guide tubing, 
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precious metal contacts, plating solutions, laminated 
metals, anodes and solders. 

The unique electrical and chemical properties of 
the platinum metals, gold and silver, are helping to 
improve, extend and protect electronic performance 
beyond the capabilities of other metals. With almost 
a century of specialized study and experience with 
these elements, the industry looks to Engelhard as a 
primary source for precious metals data and rec- 
ommendation by engineers and systems designers 
throughout the free world. 

Engelhard products are also used extensively in 
such broadly inclusive fields as chemistry, communi- 
cations, nucleonics and transportation. 


A brief presentation of our operations, 
research for the future and the broad diversity of the 
markets we serve, is contained in a brochure, 
“The Story of Engelhard Industries”. 

We will be pleased to forward a copy, upon request. 


1 N Do T R ! E Ss, ' N Cc. 


NEWARK 2. NEW JERSEY 





Even bigger thunderbolts”  ; 
will soon run under your streets! , 


The America of 1975 will require underground high capacity of 650,000 horsepower per circuit, 
electric power cable with tremendously increased transmitted at 345,000 volts. In power distribu- 
capacities. This will enable utilities to assure tion, in communications, in applied electronics, 
more customersa steady flow of power with fewer Cen cudes insomanyother areas that are vital to America’s 
cables—amajorsaving. Phelps Dodge hasalready progress, Phelps Dodge is playing a basic role. 
designed and fabricated one of the largest power iD) 


e Ip " > od “pee ’ N , P > ; Pp, »f 
cubles ever made in America—one with a super- Deep in the pr OCESS of shaping the future! 


PHELPS DODGE COPPER PRODUCTS 


CORPORATION e« 300 Park Avenue, New York 22, New York 








